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REPORT OF THE COMMITTEE ON GAS, OIL AND ELEC- 
TRIC LIGHT TO THE CITY COUNCIL OF 
CHICAGO, SEPTEMBER 3. 1907. 



To His Honor, the Mayor, and the Members of the City Council : 

Your Committee on Gas, Oil and Electric Light, to whom was 
referred several ordinances and communications pertaining to the subject 
of telephone service and rates, in the City of Chicago, has considered the 
same and respectfully submits herewith its report: 

DIFFERENT INTERESTS SEEKING THE RIGHT TO OPERATE A TELEPHONE 

SYSTEM IN THE CITY OF CHICAGO AND THEIR 
CONSIDERATION BY THE COMMITTEE. 

Early in December, 1906, the Hon. Edward F. Dunne, then Mayor 
of Chicago, addressed a communication to Mr. Albert D. Wheeler, Presi- 
dent of the Chicago Telephone Company, requesting an interview for 
the purpose of taking steps to bring before the City Council the question 
of consideration of the future relations between that Company and the 
City. The subject had been discussed at a previous interview between 
the Mayor and Mr. Wheeler. On account of the illness of Mr. Wheeler, 
Mr. A. S. Hibbard, General Manager of the Chicago Telephone Com- 
pany, responded to the request. As the result of the interview a com- 
munication signed by the directors of the Chicago Telephone Company 
was sent to the Mayor and transmitted by him to the City Council, with 
an accompanying letter from the Mayor, on December 18, 1905. Copies 
of both communications are herewith presented: 

December 18, 1905. 
To the Honorable j the City Council: 

Gentlemen — I beg to transmit herewith a communication from the Directors 
of the Chicago Telephone Company, in which these gentlemen request your Hon- 
orable Body to take into consideration the question of settling the future relations 
between the City of Chicago and the said Company. 

I respectfully urge that this communication be referred to a special committee 
and that said committee be directed to confer with the Corporation Counsel and 
the officers of the Chicago Telephone Company, and report to your Honorable Body 
the result of such conference with reasonable diligence and dispatch. 

Respectfully, 

E. F. Dunne, Mayor. 
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December 18, 1905 

To the Honorable Mayor and City Council of the City of Chicago, 
City Hali Chicago : 

Gentlemen — The Chicago Telephone Company respectfully requests the City 
Council to enter upon a consideration of the questions involved in the relations be- 
tween the City and the Company arising in connection with certain of the ordi- 
nances under which the Company is now operating in the City of Chicago. On 
account of the rapid growth of the City of Chicago and the problems arising from 
the grouping of the population in different localities and of varying densities and as 
one of the features of such growth and grouping, demands will be made upon the 
Telephone Company for a service much more extended and comprehensive than 
that now being rendered. The Telephone Company is desirous of meeting these 
demands in a satisfactory manner. To accomplish this will require the additional 
investment of very large sums of money for extensions, improvements and alter- 
ations in the present apparatus and changes in methods of operation. The Com- 
pany does not feel justified in making such expenditures and changes under the 
present conditions; and as the amount of work involved in proper preparation for 
future telephone service in this great City is of a character requiring much time for 
its performance, therefore, the Chicago Telephone Company at this time respectfully 
requests the City Council to take into consideration the question of settling the* 
future relations between the City of Chicago and this Company. 

Respectfully submitted, 

Arthur D. Wheeler., 

John M. Clark, 

Robert T. Lincoln, 

J. R. Jones, 

Chauncey Keep, 

Albert A. Sfrague, 

Byron T. Smith, 

Directors Chicago Telephone Company. 

These communications were referred by the Council to the Com- 
mittee qn Gas, Oil and Electric Light. The Committee at that time was 
busily engaged on another important subject and the communications 
were not taken up for consideration until a meeting of the Committee 
on January 24, 1906. The Chairman was then directed to invite the 
officers or representatives of the Chicago Telephone Company to be 
present at a meeting to be held the following day, January 25, 1906. 
President Wheeler and General Manager Hibbard were both present at 
this meeting. Mr. Wheeler made a lengthy statement, reviewing in de- 
tail the general telephone situation in Chicago. Active negotiations 
were continued from this time on. 

On March 30, 1906, Mr. Levy Mayer appeared before the Com- 
mittee as Counsel for members of the Illinois Manufacturers' Associa- 
tion. Mr. Mayer stated that the interest which he represented was en- 
gaged in an exhaustive investigation of the subject, collecting all "re- 
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liable, correct data .as to the telephone systems in this country and in the 
world/' and that he proposed to put into the possession of the Com- 
mittee "a true report of all the data that we gather." He also stated 
that he had with him a draft of an ordinance in the interest of his client 
and that it would be presented in the proper way later. On September 
24, 1906, the Mayor transmitted to the Council a communication from 
Mr. John M. Glenn, Secretary of the Manufacturers' Telephone Com- 
pany, accompanied by an ordinance authorizing the Manufacturers' Tele- 
phone Company to construct and operate a telephone system within the 
City of Chicago. This communication and the accompanying ordinance 
were referred to the Committee on Gas, Oil and Electric Light. 

On March 19, 1906, Aid. John Burns, then representing the 30th 
Ward, introduced an ordinance granting to Henry H. Evans the right 
to operate a telephone system in the City of Chicago. This ordinance 
was also referred to your Committee. 

On June 18, 1906, the City Clerk transmitted to the Council a com- 
munication from Mr. Arnold Kalman, under date of June 15, 1906, stat- 
ing that he represented a group of capitalists, and asking that an oppor- 
tunity be given to present to the appropriate committee a proposition 
to install a telephone system in Chicago. The communication was re- 
ferred to the Committee on Gas, Oil and Electric Light. 

On October 23, 1906, a draft of an ordinance was presented to the 
committee by Mr. Kalman. On January 29, 1907, Mr. Kalman placed 
before the committee a communication withdrawing his request and the 
ordinance which he had presented. He stated that his associates and 
himself had determined to join interests and co-operate with the parties 
who were at that time negotiating for the lease or purchase of the tele- 
phone rights of the Illinois Tunnel Company. 

. From January 24, 1906, until July 26, 1907, a period of eighteen 
months, the Committee was engaged in a constant consideration of the 
telephone subject. An official stenographer was engaged and the pro- 
ceedings of all meetings were reported. Approximately 5,500 type- 
written pages of statements of experts and engineers and arguments of 
counsel, representing the various interests, have been taken before the 

m 

Committee. More than one hundred sessions of the Committee have 
been held in the consideration of the subject. All available information 
and data have been secured. Every opportunity for hearing and for 
thorough discussion has been given. It is difficult to see how a great 
subject of this character could receive a more fair, careful, impartial and 
complete inquiry. The investigation was assisted by the advice of the 
most competent experts that could be secured, and as its legal representa- 
tive, the Committee at all times has had the counsel of Mr. Maclay 
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Hoyne. The Committee completed its consideration of the subject on 
July 26', 1907, by its favorable action upon the ordinance of the Chicago 
Telephone Company. 

REPORTED EFFORTS OF EASTERN CAPITALISTS TO PURCHASE THE TELEPHONE 

RIGHTS OF THE ILLINOIS TUNNEL COMPANY. 

Early in November last it was stated through the press of New York 
City and through the local press that a movement was on foot to pur- 
chase or lease the telephone privileges of the Illinois Tunnel Company, 
by eastern capitalists. The Committee thought best to anticipate the 
final consummation of such an arrangement between the two interests 
involved by taking such steps, if any, as might be necessary to protect 
the interests of the public and of the City of Chicago. 

It was stated that Mr. S. S. Gregory represented the eastern parties 
as local counsel. The Chairman of the Committee was directed to re- 
quest representatives of these two interests to appear before the Com- 
mittee to inform the Committee regarding just what was contemplated 
in the pending negotiations between them. Arrangements were made 
through Mr. Gregory for a hearing before the Committee for December 
3, 1906. t At the hearing the Illinois Tunnel Company was represented 
by its counsel, Judge N. C. Sears, and the eastern parties by Mr. Martin 
W. Littleton of New York City and Mr. S. S. Gregory of Chicago, as 
counsel, and by Mr. E. L. Barbour of Ohio, Col. J. C. Powers of Louis- 
ville, Mr. Rowland Conklin who controls the telephone interests of Cuba, 
Mr. John M. Shaw, President of the Atlantic Telephone Company of 
New York City, and Dr. Louis Duncan, a telephone engineer. 

Mr. Littleton addressed the Committee at length and made a very 
plain, frank and courteous statement of what his clients intended to do. 
A few brief quotations are here made from his statement to the 
Committee : 

"On behalf of these gentlemen whom I have named, a proposition was made to 
the Illinois Tunnel Company in October of this year, which embodied in general 
terms a statement that the gentlemen who made the proposition would undertake 
to organize a company which would enter into a contract with the Illinois Tunnel 
Company to operate, develop and put on its feet, and connect with outside telephone 
plants, the property which had been indifferently developed up to that time." 

"In my judgment, the contract which we propose to enter into with the Illinois 
Tunnel Company for the purpose of operating the telephone plant of its system, of 
its business, will in no sense and at no time require the official sanction of any official 
body in the City of Chicago." 

When asked whether the proposed contract was in the nature of a 
lease, or in the nature of a provision for a construction and operating 
company, Mr. Littleton replied as follows: 

"The contract that we propose to enter into amounts, so far as the tangible 
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property in the tunnel, the personal property or physical property you might call 
it, to that extent, it is a lease; but so far as operating under a franchise is con- 
cerned it will be an operating contract, under which we will be empowered by the 
Tunnel Company to go on and construct in its name and place. We expect to 
carry it on in the name of our company." 

Mr. Littleton stated to the Mayor and to the Chairman of the Com- 
mittee that when negotiations were completed and. the contract signed, 
copies of the same would be filed with the proper city official in order 
that the City might pursue such a course as it deemed necessary with 
reference to its interests. 

At a subsequent meeting of the Committee the Chairman was di- 
rected to submit certain questions, with reference to this subject, to the 
Corporation Counsel- for his opinion, and among them the following : 

"Has the Illinois Tunnel Company the right to lease, sell or assign 
its rights to operate a telephone business ?" 

On November 13, 1906, Corporation Counsel Lewis submitted a 
written opinion to the Committee in which he stated his conclusion with 
reference to this particular question as follows : 

"I am of the opinion that it is not within the power of this corporation to 
divest itself of its right and duty to maintain and operate a telephone system, and 
that it cannot convey to another such right and remain in existence. 

"I am impelled to the conclusion that the words 'assigns and lessees' in the ordi- 
nance must be limited to mean such assigns or lessees as may be selected by the 
company to act as its own agents, or such other assigns and lessees as shall sub- 
sequently be approved by the Council." 

Copies of the proposed contract have not, up to date, been filed with 
the City, and so far as your Committee has been able to learn the nego- 
tiations have not been completed, but, on the other hand, have been dis- 
continued on account of serious difficulties which seem to be in the way 
of their consummation. 

APPOINTMENT OF SPECIAL TELEPHONE COMMIS9ISON. 

After laboring for several months in consideration of the telephone 
question, listening to the statements of engineers representing the various 
telephone interests and to arguments of their counsel, being convinced 
more and more of the intricacies and technicalities of the subject, the 
Committee decided at its meeting held on December 4, 1906, to secure the 
assistance ojf expert telephone engineers. Mayor Edward F. Dunne, in 
a communication sent to the Council on September 24, 1906, suggested 
the appointment of such a commission and later urged this appointment 
before the Committee. A sub-committee of five members, of whom the 
Mayor was one, was appointed to select and report to the Committee its 
selection of experts. 

The Chairman of the Committee addressed a communication out- 
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lining the general telephone situation as presented to the Committee to 
the leading telephone journals or publications of the country, to the 
prominent technical and engineering educational institutions, and to the 
American Institute of Electrical Engineers of New York City and the 
Western Society of Engineers of Chicago, suggesting the submission to 
the Committee of names of persons of recognized ability to serve the 
City as experts, and not connected with any Bell or Independent tele- 
phone enterprise. Several names were thus submitted to the sub-com- 
mittee, and after careful consideration of their qualifications the names 
of Prof. Dugald C. Jackson, Mr. William H. Crumb and Dr. George W. 
Wilder were recommended to the Committee for appointment, and at a 
meeting of the Committee, held January 4, 1907, the Committee con- 
curred in such selection. 

Prof. Jackson is a member of the Society of American Institute of 
Electrical Engineers, American Society of Mechanical Engineers and 
also American Society of Civil Engineers. He was formerly Professor 
of Electrical Engineering in the University of Wisconsin, and now occu- 
pies the Chair of Electrical Engineering in the Massachusetts Institute 
of Technology of Boston. He is also a member of the firm of D. C. and 
W. B. Jackson, Engineers and Experts of Madison, Wisconsin. 

Mr. William H. Crumb received his education in Electrical Engi- 
neering at Cornell University. He was in the service of the Central 
Union Telephone Company for several years, engaged in engineering, 
construction and operating work. He was later General Superintendent 
of the Pittsburg and Allegheny Telephone Company of Pittsburg. Since 
1901 he has been located in Chicago, acting as general telephone engineer, 
preparing specifications, making appraisals and investigations of tele- 
phone plants and taking contract work for both Bell and Independent 
companies. 

Dr. Wilder is a graduate of the Department of Electrical Engineer- 
ing of the University of Wisconsin. This education was supplemented 
by special courses in the Universities at Munich and at Zurich. He was 
formerly an instructor in the Electrical Department of Armour Institute 
of Technology and inauguratel the Department of Telephone Engineer- 
ing of that institution. He is the author of several works on the subject 
of Technology and inaugurated the Department of Telephone Engineer- 
tion of telephone apparatus, in making tests and appraisals for various 
telephone interests, in the construction and operation of telephone plants, 
and he now maintains an office in Chicago as a general telephone 
engineer. 

The Commission organized on January 8, 1907, with Prof. Jackson 
as Chairman and Dr. Wilder as Secretary. Arrangements were made 
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for an official stenographer for the Commission.; and all information, 
data, figures, estimates and reports, in possession of the Committee, and 
a complete transcript of the Committee's proceedings up to date were 
placed in the hands of the Commission. The Commission was in session 
continuously from that time until April 4, 1907, when it made its report 
to the Committee on Gas, Oil and Electric Light. A complete inquiry 
was made with reference to telephone conditions, not only in this coun- 
try but abroad. The Commission entered into correspondence with 
American Consuls to the leading foreign cities of the world, and in this 
way secured the most reliable information possible, with reference to the 
foreign situation. All available data was secured. Engineers and ex- 
perts representing the interests of the Chicago Telephone Company and 
the Manufacturers' Telephone Company were given complete hearings 
and were requested to present all information and data at their disposal. 
Experts connected with other Bell and Independent companies were 
consulted and in some instances they appeared before the Commission. 
Members of the Commission visited other cities in order to secure ideas, 
advice and opinions from practical men, connected with such com- 
panies, who could not, or did not desire so to do, appear before the Com- 
mission. Much confidential information was secured in this way. The 
complete report is elsewhere presented in connection with this report. 

Mr. William F. Burgess of Evanston, Illinois, formerly a resident 
of London, Eng., prepared for the Committee a special report on foreign 

. telephone conditions. Mr. Burgess has had an extended, experience in 
telephone matters through his connection with foreign telephone com- 
panies, manufacturers of telephone apparatus, and with engineering 

* firms engaged in telephone work. For some time he was engaged in a 
study of telephone conditions in France, Germany, Sweden, Switzerland 
and other foreign countries. In 1905, he came to this country to study 
the telephone conditions as existing here. The Committee, at the sug- 
gestion of then Mayor Dunne, requested him to prepare a report setting 
out the conditions and giving general information with reference to the 
telephonic situation abroad. His report to the Committee is submitted 
with this report. 

EXAMINATION MADE OF THE BOOKS AND ACCOUNTS OF THE CHICAGO 

TELEPHONE COMPANY. 

At one of the first meetings of the Committee for consideration of 
the telephone subject, a request was made of the Company to permit an 
examination of its books, records and accounts by the City, for its last 
preceding fiscal year. This request was taken under consideration by 
the Company's Counsel, Judge Payne, and at a meeting held February 
28, 1906, he reported to the Committee that the Company would permit 
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such an examination. A sub-committee was appointed to select a proper 
accountant. The matter was taken up with the City Comptroller and it 
was agreed that the work should be done under his direction. He 
immediately detailed accountants for the work. Mr. Louis E. Gosselin, 
Deputy Comptroller, was placed in immediate charge of the work as 
auditor. 

On March 27, 1906, Mr. Gosselin made his report to the Committee 
on the examination of the books of the Company for the fiscal year 
ending December 31, 1905. The report contains the following exhibits :* 

Balance Sheet; Analysis of the Plant Account; Statement of Real 
Estate and Buildings ; Statement Showing Material on Hand ; Record of 
Capital Stock Issued ; Statement of Revenues from Chicago, South Chi- 
cago and Neighborhood Exchanges; Analysis of Pay-roll; Comparative 
Estimate of the 'Average Investments and Net Earnings for the Year 
1905, based on a Revision of Plant Account and Expenses for said 
year; Statement of Operating and General Expenses, and Deductions. 

The Auditor's Report has been carefully considered by the Com- 
mittee, and it was submitted to the Special Telephone Commission in 
connection with other data for its consideration in. the preparation of its 
report. 

INCREASE OF COST OF TELEPHONE SERVICE WITH SIZE OF EXCHANGE. 

The average person does not understand why its costs more per tele- 
phone to supply telephone service in a large city than in a small city. 
The assertion of this principle to many seems a paradox. It is regarded 
as contrary to the ordinary principle of business — that is, that the unit 
cost becomes less as the volume of business done, increases. It is but 
natural to think that the wholesale principle ought to apply in the tele- 
phone business as in other lines. This idea prevails because the ordinary 
individual does not understand the peculiar features of the telephone 
business, and does not look beyond the telephone on the wall or on the 
desk. He does not take into consideration that the real business of a 
telephone is to furnish service, transmit messages, and not merely to rent 
instruments. This prevailing idea has been constantly brought home to 
members of the Committee by having their attention called by people 
thus uninformed to the lower rates existing in other cities ; cities between 
which and Chicago there can be no common basis of comparison. Atten- 
tion is called to some of the reasons for this exception to that rule of 
business, so well established. 

Every line added to a telephone system requires the addition of 
telephone central office equipment to every other line in the exchange, 
so that the new line may be connected to any one of the existing lines. 

For every line added to an exchange; the Company must not only 
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handle the additional calls originating from that line but must provide 
for the additional calls originating from existing lines to the new line. 
The average number of calls per telephone increases with the opportuni- 
ties presented for calling. 

The size of a switchboard to serve a given number of subscribers 
depends upon the number of messages handled and not upon the num- 
ber of subscribers. It is also true that the number of operators neces- 
sary depends upon the number of messages sent and not upon the num- 
ber of subscribers. It is therefore impossible in a large city to locate 
the lines of all subscribers in a single exchange. Mechanical difficulties 
interfere. In small cities one exchange is usually sufficient to supply the 
demand for service. 

The subdivision of a city into exchange districts, with an exchange 
in each district, necessitates a complete system of inter-communication 
between each such district and all of the other districts. The complexity 
of switchboard wiring and the multiplicity of trunking facilities form 
very expensive items of plant installation. It also necessitates the handling 
of a very large percentage of messages twice. In a large city a very 
small proportion of calls are completed within a single exchange. It is 
usually conceded that about eighty per cent, of such calls are required 
to pass through a second exchange. It is thus plain to see how both 
the investment and the operating cost are accordingly increased. 

In a small city the business day is longer and there can be said to 
be no excessively busy hours. In a large city the greater volume of the 
business is transacted in a comparatively short period, of time. The plant 
must therefore be constructed, and the operating force provided, to meet 
the business demands of the high tension hours — to meet the "peak." If 
the increased business of the busy hours could be spread over the full 
business day it would greatly decrease both the investment necessary and 
the cost of operation. 

An enlarged exchange means an enlarged area covered and, there- 
fore, added length to subscribers' lines. This requires a proportionate 
increase of investment for wires and equipment. 

A large city usually has a greater percentage of paved streets, and 
makes more extended requirements for underground work. Thus is in- 
creased the investment necessary for installation of the system and the 
expenses of maintenance incident to the repairing of wires and cables 
placed underground. 

There are additional causes for the increased cost of service, such 
as higher wages and shorter hours; destruction of underground cables 
by the interference of foreign electrical currents; higher rates of taxes 
and insurance; probable higher rates of compensation, and some addi- 
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tional investment for the benefit of the City, in providing space on poles, 
and ducts and cables, for the City's use. 

In the United States, there are but few cities, and perhaps but one, 
New York City, which present conditions making a fair basis of com- 
parison with Chicago regarding telephone rates. No fair comparison 
can be drawn between Chicago and European cities. There, the grade 
of service is of lower efficiency and the character of equipment, inferior. 
The cost of installation, maintenance and operation is much less on ac- 
count of lower prices paid for labor. The hours of labor are shorter 
in the United States, and the companies furnish to their operators con- 
veniences and comforts, such as reading rooms, rest rooms, and dining 
rooms where substantial lunches are served without cost, which are not 
furnished in European cities. Taking into consideration these facts, it 
seems unreasonable to compare our rates with those of foreign cities. 

UNIVERSAL TOLL CONNECTIONS. 

The question of the desirability and practicability of universal toll 
connections is fully discussed in Section IV. of the Commission Report. 
This subject was one of the subjects specifically referred to the Com- 
mission for its consideration. By universal connection, is meant connec- 
tion between what are called "Bell" companies and "Independent" com- 
panies. The subject of the necessity for such compulsory connections and 
the difficulties encountered in securing satisfactory long distance service 
through such arrangements are fully discussed in the Commission Report. 

During the consideration of this subject by the Committee an effort 
was made to create the general impression abroad that there is an exten- 
sive demand on the part of business interests and on the part 
of Independent telephone companies for such a mutual ar- 
rangement. The demand by business interests seems to be largely 
the result of efforts made by rival interests before the Com- 
mittee. There was no demand whatever by Independent telephone com- 
panies, nor even a request or a suggestion for such an arrangement. In 
fact, it is well understood that Independent companies do not desire such 
an arrangement and would not take advantage of it if it were 
offered. Independent telephone companies desire to get long distance 
connection with Chicago but they desire to secure such connection through 
a local Independent company, a company in competition with the local 
Bell company. The Chairman of the Committee has interviewed per- 
sonally a large number of officers of Independent telephone com- 
panies and he has found the sentiment above expressed as universal 
among them. Members of the Special Telephone Commission have had 
a similar experience. 

President James B. Hoge, in an address delivered before the con- 
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vention of the International Independent Telephone Association, held at 
the Auditorium Hotel in this City, June 4, 1907, on the subject of "Com- 
pulsory Interconnection/' said: 

"Without organization the legislatures in many of the states would be inclined 
to pass measures unreasonable and unjust to our interests, not to impose a burden 
on us, but through lack of information on the part of those introducing them. For 
instance, compulsory interconnection bills have been introduced into a number of 
the legislatures during the past year and the subject is being agitated by the press 
of almost every state where the Independents have a strong foothold. In most of 

r the central, western, northwestern and southwestern states bills have been intro- 

duced during the legislative sessions just closed providing for compulsory con 

r nection. In states whose legislatures will not meet until next winter similar bills 

' will be introduced. The officers of the various state associations should at once 

inaugurate a campaign of publicity, pointing out the injustice of compulsory con- 

L nection, which is an interference with private property rights, and would have a 
tendency to stop all further development of long" distance lines. Stockholders of 

\ local companies should be informed by the managers of their respective systems 
fc- of the operating disadvantages incident to compulsory connection, so that they can 
r represent the Independent side of the controversy intelligently to their representa- 
tives in the state legislatures." 

r The June "Telephony," a telephone publication, on page 355, says, 
with reference to a discussion of long distance lines, at this convention, 
by Senator C. W. Kline of Hazleton, Penna. : 

I "Senator Kline pointed out the unsatisfactory features of long distance com- 

• munication under varying conditions because of different companies and said that 
in his experience he found that no matter how well his own company performed 

* its work it was blamed for the shortcomings of other companies which had a part 
I in the transmission of the message. Each company had to be responsible for the 

weakest spot in the chain." 

The "Western Electrician, ,, of June 8, 1907, prints the following 
resolution, which was adopted by the recent annual convention of the 
International Independent Telephone Association, held as above: 

"Whereas, The Bell Telephone Company is insidiously proposing long distance 
t connection to local Independent telephone companies in various parts of the United 

l- States and offering in consideration of entering into such connection to abandon 

J the local field; and, 

I*. "Whereas/ It is the sense of this convention that any such connection is bound 

f to injure the Independent telephone cause as a whole; therefore, be it 

\ "Resolved, That this association frowns upon and denounces any affiliation or 

< connection of Independent telephone companies with the Bell company anywhere 

on the American continent as being injurious to the people as a whole." 

Taking into consideration the lack of harmony between connecting 
companies, the diversity in the character . of apparatus and equipment 
used, the absence of uniform standard of transmission, the difference in 
plans and rules of operation, the evident impossibility of fixing the re- 
sponsibility for defects in the service on account of the divided interests, 
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the absolute indifference of the companies to those things which are 
imperative to make good service and the probable disposition on the part 
of connecting companies to make such service unsatisfactory to its users, 
it seems idle to even anticipate any advantageous results from such com- 
pulsory connections. Even if provided for in the ordinance of the Chi- 
cago Telephone Company, the City would have no power to compel 
Independent companies to comply with the provision. 

There has been considerable 'discussion and agitation of late regard- 
ing federal ownership and operation of telegraph and telephone lines. 
The advantages to long distance service are given as one of the principal 
reasons for such ownership. It would produce the monopoly which 
seems to be necessary in such service. The proposed ordinance contains 
a provision that the system of the Company may be purchased for such a 
purpose. This is done in anticipation of such a contingency arising in 
the future. 

CONTROVERSY BETWEEN THE CITY AND THE COMPANY REGARDING COM- 
PENSATION, ETC. 

For some time previous to the decision of the Supreme Court of this 
State, rendered on February 15, 1906, in the case of People ex rel. City of 
Chicago v. Chicago Telephone Company, the City and the Company 
had been involved in a dispute regarding the claim of* the City for 
compensation on gross receipts. Under Section 6 of the present ordi- 
nance of the Chicago Telephone Company it is required to pay three 
per cent, of its gross receipts from the telephone business "done by said 
company within the City of Chicago." The Company has construed 
this requirement to mean a percentage on the gross receipts of its 
business done within the limits of the City as it existed on the date of 
the passage of the ordinance, January 4, 1889. 

The Court in the decision above referred to did not specifically 
and directly decide the question of compensation involved, but it did 
specifically determine the construction to be given to the words "within 
the City of Chicago" as used in the ordinance, and therefore by in- 
ference left no doubt as to its intention with reference to the question 
of compensation. 

Early in the negotiations of the Committee this subject was taken 
up and the Committee directed its Counsel, Mr. Maclay Hoyne, to take 
up with Judge Payne, the Counsel for the Chicago Telephone Com- 
pany, the adjustment of this claim. The Committee also refused to 
proceed with the consideration of the telephone question as pertaining 
to this Company until the counsel for the Committee and the Com- 
pany had practically agreed upon an adjustment. An understanding 
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was reached between counsel and as a result approximately $260,000 
was paid into the treasury of the City as back compensation. 

Some minor claims pertaining to compensation, bills against the 
City for telephone service furnished, etc., are still pending. At a re- 
cent meeting of the Committee, the special Counsel, Mr. Hoyne, was 
directed to take up with the Counsel of the Company the adjustment 
of these pending claims, and your Committee recommends that a 
final settlement with reference to these pending items of controversy 
should be arranged for before final action is taken by the City Council. 

DEMAND FOR SERVICE OF HIGHEST EFFICIENCY. 

The first demand of the telephone-using public is for an efficient 
service, a service that is prompt and reliable. Such a service would be 
more popular with the public even at a high rate than an inferior and 
demoralized service at a relatively lower rate. The citizens of Chicago 
have a right to expect, under any new arrangements made, a service 
which will provide for thorough intercommunication aid which will 
be facilitated in its Standard of efficiency by the adoption of the most 
improved and up-to-date apparatus. 

It is particularly the duty of the Council to protect telephone users 
in this respect, in view of past experience. Since the passage of the 
present ordinance great improvements have been made in telephone 
appliances and equipment, one of the most important being the sub- 
stitution of the metallic circuit for the grounded circuit. Where this 
improvement was installed, the Company for years proceeded to col- 
lect $50 extra per year for a business telephone and $25 extra per year 
for a residence telephone. This increased burden upon the telephone 
user was continued until recently discontinued by decree of court. 

In this connection it might be well to quote from the decision of 
the Supreme Court, in the case elsewhere referred to, with reference 
to the construction placed upon two sets of words or expressions, found 
in the present ordinance of the Chicago Telephone Company ; the words 
"telephone service" and the words "within the City of Chicago." With 
reference to the former the Court said : 

"The words are general and on their face include every kind of telephone ser- 
vice, and we see no warrant for saying that they do not include any improved service 
adopted by the defendant. The improved transmitters, receivers, switchboards and 
metallic circuits are the means and appliances for telephone service and nothing 
else." 

With reference to the latter the Court said: 

"The limitation that the defendant should not incrcease to its present or future 
subscribers within the City of Chicago the rates for telephone service then estab- 
lished had no provision restricting it to the existing limits of the city. If there had 
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been an Intention to restrict the limitations to the existing city limits such an inten- 
tion would naturally have been expressed in the ordinance or the acceptance." 

The proposed ordinance makes it the duty of the Company to 
maintain its plant and equipment at the highest practicable efficiency 
and promptly to adopt all available improved apparatus, etc., which 
shall have come into common use or which shall have proven practi- 
cable, and this, without extra charge to the subscriber. It is made the 
duty of the Commissioner of Public Works to enforce such service 
provisions and to report their violation to the City Council. 

Under the ordinance it is possible that the Company may install, 
without interfering with the efficiency of the telephone service, ser- 
vice of different character, such as fire alarm, burglar alarm, sprinkler 
service, electric clock regulation, etc. The Council reserves the right 
to regulate, from time to time, all service of any such character and 
to prescribe the rates therefor. 

PUBLICITY OF ACCOUNTS. 

One of the most significant and encouraging signs of the times is 
the demand on the part of the public for full and complete information 
regarding the affairs of public service corporations. The principle 
that the public is entitled to such information as a matter of right is 
becoming firmly established. A public utility is usually a monopoly 
and always enjoys a grant of special privileges. It is given the right 
to use the public streets and property. In return it is expected to 
furnish its particular kind of service to the public at a reasonable price, 
the lowest price consistent with good service, proper maintenance of 
plant and provisions for depreciation, and with reasonable return upon 
capital invested. In this, the public finds its only assurance of protec- 
tion through the publicity of the utility's accounts and experience has 
proven the wisdom of every possible safeguard to secure such publicity. 

During the negotiations the Chicago Telephone Company has 
approached this subject in a spirit of fairness with the Committee. 
It submitted its books to examination; it apparently furnished the 
Committee and the Commission with such desired information as it 
possessed, and it has submitted to the demands of the Committee for 
a provision in the ordinance insuring thorough publicity of its ac- 
counts for the future. It must keep at its principal office in Chicago a 
complete set of records, books, accounts, contracts and vouchers of 
receipts and expenditures of its Chicago business. It must keep such 
books, accounts, records or vouchers relating to any of its business 
as the Comptroller may require. All of these records are constantly 
open to inspection and examination by the Comptroller or his deputy. 
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At the close of each year he may make a complete audit of the affairs 
of the Company. In connection with the payment of compensation, the 
Company must twice each year file a report with the Comptroller, in 
such form and detail as he may from time to time prescribe. 

It is believed that this provision of the ordinance is broad enough 
to cover the most exacting demands of the City. It will enable the 
Comptroller to supply future Councils with the best and most reliable 
information and data for its use in intelligently passing upon questions 
pertaining to character of service and regulation of rates. 

RATE REGULATION. 

No individual, committee or Council can determine now what will 
be a fair rate for telephone service twenty years hence, or even for a 
much shorter space of time. The art of telephony is still young. In- 
ventive genius is constantly producing improved apparatus and ap- 
pliances. In no field are such improvements more marked. Such im- 
provements mean better service, and the possibility or probability of 
such service being produced at a decreased cost. 

The Committee has insisted upon the incorporation in the ordi- 
nance of a provision guaranteeing to telephone users the advantages 
growing out of such a change in conditions. If the new schedule of 
rates shall be adopted by the Council, it may in thirty months there- 
after revise the same, or establish a new schedule of rates. This right 
to regulate carries with it the right to consider the basis, method or 
means of computing or imposing such rates. 

After rates are once established they should so remain for a reason- 
able period of time. They should not be subject to constant and con- 
tinuous regulation. A reasonable interval of time should be given the 
Company to adjust its affairs to meet the new conditions. Capital does 
not seek investment unless the object of such investment guarantees 
some stability in its affairs. Hence after the first revision of rates 
the right is reserved for revision or regulation at the end of each period 
of five years. The Committee regards this as a fair, reasonable and 
ample provision on the subject of rate regulation. 

The question having arisen in the Committee as to the legal effect 
of a provision in the ordinance, giving the City the power to regulate 
rates, that power not having been specifically delegated to the City 
by the General Assembly, the Special Counsel was requested to furnish 
an opinion on the subject. On April 1, 1907, Mr. Hoyne presented to 
the Committee an exhaustive legal opinion, his conclusion being as 
follows : 

"My conclusion then is that the City of Chicago possesses the power to incor- 
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porate in any ordinance granting the use of the streets to the Chicago Telephone 
Company, a clause fixing maximum rates and prescribing for their change in the 
future from time to time. The power of the City in this respect is, I believe, clearly 
granted by the statute relating to telegraph companies and by that clause of the 
Cities and Villages Act before referred to which authorizes the City to prevent 
the placing of poles in the streets. 

"Even if the City of Chicago does not possess the power to regulate rates of 
telephone companies, yet a section providing for such regulation will, I believe, be 
enforceable if the Chicago Telephone Company accepts the ordinance containing 
such section." 

MILEAGE. 

Under the present ordinance of the Chicago Telephone Com- 
pany, it is permitted to make a mileage charge of $25 per mile beyond 
what is known as the "blue line," in connection with each unlimited 
business or residence telephone. Within the "blue line" district no 
such mileage charge can be imposed. This district is bounded as. fol- 
lows: From Lake Michigan on North Avenue to the river; the river 
and Goose Island to Division Street; Division Street to Western 
Avenue; Western Avenue to 21st Street; 21st Street to Ashland 
Avenue; Ashland Avenue to 31st Street and the river; 31st Street to 
Clark Street ; Clark street to 39th Street ; 39th Street to Lake Michi- 
gan, and on the East by Lake Michigan. 

On subscribers outside of this district the mileage charge has been 
imposed in connection with unlimited telephones, thus in many in- 
stances resulting in an additional charge of from $100 to $200, and 
even more, per telephone. This has proven a great burden upon tele- 
phone subscribers in outlying districts, such as South Chicago, Pull- 
man, West Pullman, Rogers Park, Austin, etc. Many vigorous com- 
plaints against this charge have been lodged with the Committee, and 
with various city officials. The Committee believes such complaints 
are warranted although the practice is permitted by the ordinance. 
Under the proposed ordinance all mileage charges are abolished and 
hence no such injustice can obtain. 

Complaints have been received from subscribers in outlying dis- 
tricts against the division by the Chicago Telephone Company of the . 
City, or divisions of the City,, into a number of zones, or districts, 
which often results in a subscriber on one side of a given street paying 
a rate for telephone service in excess of the rate charged for the same 
kind of service to another subscriber on the other side of the same 
street or located in the same neighborhood. The elimination of mile- 
age will do away with this unsatisfactory condition. 

PARTY LINE SERVICE. 

During the early years following the introduction of telephony all 
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service was furnished by direct or individual lines. The introduction 
of party line service seems to have had two purposes in view; first, 
to offer a cheaper form of service to meet the demands of those who 
could not afford to pay for individual lines, and, second, as an educa- 
tor or a means of getting the people accustomed to the use and ad- 
vantages of the telephone. In Chicago, two-party, four-party and 
ten-party line service has been introduced. In other cities such ser- 
vice has even been carried as far as twenty-party lines. 

In an exchange as large as the Chicago exchange two-party line 
service seems adequate for ordinary residence and for small business 
use, and even four-party lines may serve fairly well the demands of 
residence use. Your Committee believes, however, that the introduc- 
tion of ten-party line service in Chicago has been a serious hindrance 
to the general efficiency of the telephone service in this city. This 
service has been furnished under a guarantee of a nickel per day, and 
its cheapness has furthered its development until at the present time 
there are approximately thirty thousand ten-party line telephones in 
Chicago. The 'demoralizing effects upon the service form a constant 
source of complaint. 

The designated system of calling requiring from one to five rings 
on each side of the circuit, the failure of the person called to count at 
all or to count correctly the number of rings thus making necessary a 
re-ringing, the location of the lines on a different switchboard there- 
fore requiring connection with a trunk line, the requiring of communis 
cation through two different operators and the exclusion of the ttfmk^ 
lines so used from use in other kinds of service, producing the oft- 
repeated and familiar "busy" ring, the inability of any of the other 
nine subscribers on the circuit to send out a call or to be called during 
the continuance of this protracte % d process, and the many other sources 
of annoyance attendant upon ten-party line service, make its further 
retention well-nigh intolerable. 

The benefits derived by the ten-party line subscribers have been . 
largely at the expense of the subscribers who have paid higher rates 
to secure a better grade of service. The Committee in its consideration 
of this subject early took the position that the ten-party line must be 
abolished. • It has been the theory of the Company that many sub- 
scribers after becoming accustomed to the advantages of the telephone 
through this cheap service would later change from the ten-party line 
to a better service and to one producing more revenue for the Company. 
There is a demand for cheap service which must be met. In the pro- 
posed ordinance subscribers are given the opportunity of securing a 
higher grade of service but without increased cost. Ten-party lines 
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are abolished and four-party line service is provided for at the same 
rate now charged for ten-party line service, a guarantee of a nickel 
per day. This will place within the reach of those of moderate de- 
mands good telephone service at a low price. The beneficial results to 
the entire telephone service will certainly be most noticeable. 

NEIGHBORHOOD EXCHANGES. 

In South Chicago, West Pullman, Burnside, Hegewisch, Chicago 
Lawn, Longwood, Riverdale, Washington Heights, South Englewood, 
Austin, Cragin, Irving Park, Jefferson Park, Norwood Park, Rogers 
Park and Mont Clare, sixteen localities in all, the Chicago Telephone 
Company maintains local or neighborhood exchanges, witli rates vary- 
ing from $1.50 to $6.25 per month for unlimited residence or business 
service. The Company has provided such local service at lower rates 
on account of the fact that in these particular districts the telephone 
use is almost entirely of a local character. The subscribers' lines are 
located within smaller areas and the use of the telephone is more lim- 
ited and more nearly uniform. At the present time the Company 
charges a higher rate in South Chicago than in the other neighborhood 
exchange districts. This fact has been the cause of much complaint 
from telephone patrons in South Chicago. The Company has claimed 
to justify this condition on account of the larger number of subscribers 
and the greater length of lines. The Committee has prepared a uni- 
form schedule of rates for all such exchanges hereafter. This class of 
service has proven to be extremely popular with telephone users in 
such isolated districts. It gives communication to the grocer, the 
butcher, the druggist, to all local business houses and to one's social 
associates at a very low price. 

However, the Company has established a system of toll charges 
in connection with such exchanges which has proven unsatisfactory. 
This subject is discussed elsewhere under the head of "Local Tolls." 
During the consideration of the telephone subject by the Committee, 
many communications and petitions were received by the Committee, 
insisting upon the retention of neighborhood exchange service. Dele- 
gations and committees representing the citizens of the different ex- 
change districts appeared before the Committee to present 'the requests 
of telephone users for the continued maintenance of such exchanges. 
The schedule of rates as prepared and the decided improvement in the 
toll conditions will make this service especially popular. The rates 
fixed for both business and residence are for unlimited local service. 

These exchanges have been established by the Company volun- 
tarily. The service has proven so popular that the Committee believes 
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provision should be incorporated in the ordinance for its future mainte- 
nance, and the ordinance so provides. No neighborhood exchange now 
established can be abolished by the Company without the consent of 
the City Council by ordinance or resolution. In fact, new exchanges, 
in territorv North of Devon Avenue, West of 40th Avenue or South 
of 71st Street, must be established whenever there is a reasonable de- 
mand for the same and the City Council shall so direct. 

LOCAL TOLLS. 

In connection with Neighborhood Exchanges a system of toll 
charges has been in effect which has met with popular disapproval. 
At the present time there is a toll charge of ten cents for each message, 
up to three minutes in duration, between the City exchange district and 
the neighborhood exchanges. The same toll charge is made for mes- 
sages between telephones located within one neighborhood exchange 
and those located in another such exchange. That is, a person talk- 
ing from any telephone in the City of Chicago outside of a neighbor- 
hood exchange, is charged ten cents for a message into a neighborhood 
exchange telephone ; and a person talking from *any neighborhood ex- 
change telephone to any telephone outside of such neighborhood ex- 
change, within the City of Chicago, is also charged a toll of ten cents, 
with a time limit of three minutes for such message. 

The application of these local toll principles has also met with 
serious objection on the part of general telephone subscribers. A subscriber 
to a neighborhood exchange telephone, on account of the much lower 
rate made for such a telephone, may reasonably be required to pay a 
toll charge when talking outside of his local district, but ten cents is 
regarded as an excessive charge and under the proposed ordinance 
such toll is placed at five cents. There is no reason why a subscriber 
outside of a neighborhood exchange, or within a neighborhood ex- 
change, should be required to pay a toll charge, who is paying reg- 
ular rates for his telephone. Hence such tolls imposed for talking into 
a neighborhood exchange are abolished. The limit of the neighborhood 
exchange message is also changed from three minutes to five minutes in 
duration. There can be no toll charge, under the ordinance, for local 
messages other than the one here explained in connection with a 
neighborhood exchange subscriber. 

SUBURBAN TOLLS. 

During the hearings of the Committee communications were re- 
ceived, and representatives appeared before the Committee, protesting 
against the time limit of the message, and in some instances against 
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the charges for the messages, between the City and points in near-by 
localities within short distances of the City. Many citizens engaged in 
business in the City of Chicago reside in these suburban districts. It 
therefore seems entirely reasonable that the Committee should heed 
such complaints. 

The Company charges various toll rates to such points. Within 
a specified area rates are provided in the proposed ordinance which are 
uniform. It is specified that the rate of toll shall be not more than ten 
cents for each message up to two minutes in duration, and not more 
than five cents for each additional minute. This rate applies to mes- 
sages transmitted from any telephone located in the City of Chicago 
to any other telephone located outside of the City of Chicago but 
within fifteen miles of the City Hall or within one mile of the city 
limits, where the same is within the State of Illinois. 

The present charges for such service vary from ten to fifteen cents 
for a one-minute conversation and five cents for each additional min- 
ute. It is claimed that about one-half of such messages are less than 
one minute in duration. But the addition of another minute when de- 
sired to complete the conversation will no doubt prove advantageous, 
and it is probable that the number of messages occupying more than two 
minutes will form a small proportion of the total number of such 
suburban messages. 

PUBLIC TELEPHONES. ! 

Under the present ordinance the Chicago Telephone Company is j 
permitted to install telephones for public use with the right to the sub- 
scriber to charge the general, public ten cents per message. Formerly 
public telephones charging ten cents per message were in general use. ( 
The number of such telephones, however, has been greatly reduced 
and those ftow existing are usually found in hotels, restaurants, buffets, . 
depots and other public places. It was found during the investigation ' 
that such telephones are installed under contracts specifically provid- 
ing that a charge of ten cents shall be made. It was also discovered 
that such telephones yield a very material revenue or profit to the sub- * 
scriber. 

The public has regarded such a charge as exorbitant. Telephone 
service ought to be furnished to the patrons of such public places at a 
reasonable price and as a convenience in return for the ordinary pa- 
tronage of the public. People who use such telephones are usjually 
compelled to use them and have no alternative. The Committee de- 
termined that such users should be protected and that the possibility 
of a ten-cent local message charge should be eliminated. This was 
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done against the determined protest of those who profit through public 
telephones. 

In the proposed ordinance no charge exceeding five cents can be 
made for a message within the limits of the City. It is provided that 
the Chicago Telephone Company shall not authorize or permit any 
of its subscribers to charge more than five cents per message and it is 
further provided that the Company shall incorporate this provision in 
every contract made with its subscribers. To further assure the pub- 
lic of protection in this respect, the Committee reports herewith a sep- 
arate penal ordinance, fixing a penalty of not less than $25 nor more 
than $200 for each violation. 

EXTENSION TELEPHONES. 

Officers, partners and employes of the same business and occu- 
pants of the same suite of offices often find it convenient to have ex- 
tension telephones, connected with the main telephone, located on their 
individual desks or in their individual rooms or departments. In fact 
the extension telephone often proves a convenience in a residence. 

In the past the use of extension telephones has been discouraged 
rather than encouraged, in some instances, by the excessive rates 
charged for such telephones. Until recently a charge of $30 per year 
has been made for an extension telephone on an unlimited business 
line, and a correspondingly excessive price has been charged for exten- 
sion telephones on unlimited residence lines. Great dissatisfaction has 
been expressed on the part of the public on account of such excessive 
rates. 

The charge now maintained by the Company is $18 per year fot 
an extension telephone on a single party unlimited business line, and 
$15 per year for an extension telephone on an unlimited residence line. 
The rate at the present time for extension telephones on measured 
service lines is $6 per year. The Committee believes that the price 
now charged for extensions in connection with unlimited service lines 
is too high, and has fixed the rate in the ordinance at $6 per year for 
all extension telephones, business and residence, measured and un- 
limited service. 

No doubt the installation of extension telephones, thereby making 
it more convenient to use the telephone, to some extent increases the 
use of the telephone. This is particularly true in connection with un- 
limited lines. The number of such extension telephones must there- 
fore be limited to provide against traffic interference and for the pro- 
tection of the general service. The present rate schedule of the Com- 
pany limits the number of extensions to two, but the Committee has 
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fixed the number in the proposed ordinance at three. That is, the 
Company when requested must furnish at least three extension tele- 
phones to any subscriber, provided that extension telephones need not 
be furnished in connection with four-party lines. 

PRIVATE BRANCH EXCHANGES. 

In view of the light of past experience, it has been the desire of the 
Counsel for the Committee to eliminate equipment charges as far as 
possible. This idea has met with the approval of the Committee. 

The proposed ordinance provides that in connection with all exten- 
sion telephones the necessary wires and signaling devices to communicate 
between the main telephone and extension telephones, on the line, shall 
be furnished without cost. It further provides for the installation of 
switchboards, or private branch exchange apparatus, in connection with 
commuted trunk lines and measured service lines. 

Under the present rate plan a charge of $36 is made for a switch- 
board, and a charge of $36 for each incoming trunk line, per year. Under 
the proposed ordinance no charge whatever is made for a switchboard 
and the price of incoming trunk lines is reduced from $36 to $24 per 
year. Under certain guarantees in connection with measured service 
lines, an additional trunk line or lines may be secured by the subscriber 
without additional cost. The only equipment charge in connection with 
private branch exchanges is the charge of fifty cents per month for each 
extension telephone. The new schedule of rates, if adopted, will result 
in great saving to the patrons of private branch exchanges. 

CREDIT FOR DEFICIENCY PAYMENT UNDER GUARANTEES. 

The fact that subscribers are often required to make deficiency pay- 
ments under guarantees for nickel service is a common source of sub- 
scribers' complaints. Frequently the subscriber finds that on account 
of his lessened demand for telephone service or on account of temporary 
absence from his place of business or residence he is required to pay a 
sum in addition to the amount found in the coin box in order to meet 
the guarantee. To this extent he is paying for service which he has not 
received. The unfairness of this situation has been brought very em- 
phatically to the attention of the Committee by telephone users. An 
arrangement which seems fair to both the Company and the subscriber 
is made in the proposed ordinance to meet this condition. 

A provision is inserted in the ordinance to the effect that when- 
ever a collection is made and a subscriber is required to make a deficiency 
payment under the guarantee, he shall be given a receipt or some form 
of written evidence of such payment. At any succeeding collection, with- 
in approximately sixty days of such payment, any amount found in the 
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coin box in excess of the amount due under the guarantee for that 
period shall be applied to the repayment of such deficiency. This gives 
the subscriber practically sixty days and at least two collection periods 
in which he may secure the service which he has not previously secured 
but for which he has paid. This seems to be a reasonable means of ad- 
justment and it is believed it will meet with favor by subscribers to pre- 
paid service. 

METERS. 

Under the present ordinance of the Chicago Telephone Company no 
provision is made for the installation of what is known as measured 
service. The Company has, however, from time to time put into effect 
different schemes of measured service prescribing its own rates therefor. 
No doubt this has facilitated telephone development and many subscribers 
have availed themselves of this form of service. This particular char- 
acter of service is to be distinguished from what is known as "pre-paid 
nickel service," in which the nickel box serves as a. meter. 

Up to the present time the Company has put into service no form 
of meter for registering subscribers' calls. The operator is required to 
keep record of the calls on a tab. This presents opportunity for errors. 
Subscribers have therefore complained of the lack of an accurate register- 
ing device. To meet the popular demand such a register ought to be 
installed upon the premises of the subscriber. The telephone engineers 
and experts with whom the Committee has conferred seem to agree that, 
up to the present time, no such meter has been devised which does not 
have the effect of a hindrance to the service. The inventive genius of the 
telephone world is now engaged in the production of such a meter, and 
no doubt the demands will be met in the near future. Other improve- 
ments in telephone apparatus warrant this prediction. 

There are many devices in use by which messages may be registered 
at the switchboard located at the central exchange. It seems difficult if 
not impossible to construct an entirely automatic arrangement for regis- 
tering only those messages or conversations which have been actually 
completed. Some exercise of human intelligence falls upon either the 
operator or the subscriber, or upon both operator and subscriber working 
in harmony. The fact that a large number of attempted calls fail to be- 
come completed messages, seems to require a device controlled by human 
agency in order that the- completed calls only may be registered. Many 
attempted calls fail on account of the busy signal, failure to answer, line 
being out of order or for other reasons, and cannot properly be charged 
for. It is evident that a mechanism that will differentiate between the 
messages that are not to be paid for and those that become completed 
messages, rrust necessarily depend for its operation to some extent upon 
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the application of human intelligence ; hence the opportunity for a hind- 
rance or "drag" upon the service. 

Believing that the subscriber to measured service is entitled to the 
protection afforded by an effective meter, the Committee has provided 
in the ordinance for the installation of a meter which will register accu- 
rately the outgoing messages of the subscriber, and has provided further 
that when a practical meter for use on the premises of the subscriber 
shall be devised such meter shall be installed by the Company. 

With the rapid extension of measured service, the question of a 
proper registering device becomes important. To assure protection to 
the users of measured service, the ordinance provides that the Chairman 
of the Finance Committee, the Commissioner of Public Works and the 
Corporation Counsel shall constitute an authority to decide questions 
arising as to protection afforded by meters in use and to make such 
changes in meters or in methods of operation as they shall deem reason- 
able to protect the subscribers to measured service. They are given full 
authority and power of supervision, in the premises. 

COMPENSATION. 

In Chicago the principle of compensation in return for privileges 
granted to public utility corporations has become well established. Such 
principle finds its justification in the theory that the compensation is 
payment by the utility for the use of the streets, alleys and public ways. 
This principle should be applied with moderation. Such compensation 
becomes a fixed charge upon the corporation and must be met, like any 
other item of expense, out of the revenues collected from the patrons 
of its service. The patrons of telephone service should be furnished 
such service at reasonable rates although a moderate revenue be derived 
from the public service corporation, rather than that excessive charges be 
imposed upon the patrons in order that more substantial revenues might be 
secured by the City in return for the use of public property. 

The compensation fixed in the ordinance is three per cent, on the 
gross receipts of the Company. This is to be computed on the receipts 
from local business and also upon the receipts derived by the Company ] 
from its share of toll business and long-distance business, done over its i 
lines and the lines of other companies. 

In the nature of compensation, also, should be regarded the ad- 
vantages derived by the City through free telephone service and the u?i 
without charge of the poles and conduits of the Company, in comvicy 
with the City's telephone and telegraph system, as maintained form ^ 
nection with the fire and police departments. All departments in, with- , ^flf 
Hall are provided with free telephone service, and in-comitid in the ,^jit 
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provided without charge for all police and fire stations, for the purpose 
of receiving calls and alarms from the public. All other branches of the 
city service outside of the City Hall shall be furnished with service at 
twenty-five per cent, discount on regular rates. Three per cent, com- 
pensation is the rate fixed in the present ordinance of the Chicago Tele- 
phone Company. 

DIRECTORY AND LISTINGS. 

In the present ordinance of the Chicago Telephone Company there 
is no provision for the publication of a telephone directory. The Com- 
pany publishes and distributes such a directory of its own volition. The 
proposed ordinance requires the Company to publish and deliver, at least 
three times during each year, to each of its subscribers, a directory con- 
taining in alphabetical order the names, addresses and telephone numbers 
of all its lessees and subscribers. When requested, the Company shall 
deliver to such subscribers an additional directory for each extension 
telephone installed. 

At present each subscriber to telephone service is given one listing 
free of charge. Until recently, with unlimited service, for each extra list- 
ing of the name of a partner, employe or member of the subscriber's fam- 
ily, a charge of $10 per year has been made. At the present time such 
charge is $6 per year, and the present price for extra listing with meas- 
ured service is $6 per year, each. 

Under the proposed schedule of rates each subscriber to a single 
party line or to a two-party line may have in addition to his own listing 
in the directory, free of charge, two additional listings of partners, offi- 
cers, employes or members of his family. Additional listings may be se- 
cured at a charge of $3 per year each. A subscriber to a four-party line 
or to a neighborhood exchange telephone is given but one listing in the 
directory. 

Listing charges up to the present time have been excessive and the 
new provisions will mean a great saving to the public. It will also mean 
. a more liberal publication of names in the directory and hence an added 
convenience to the service. 

CITY TO RECEIVE ALL PROFITS OVER TEN PER CENT. ON THE AVERAGE NET 

INVESTMENT OF ANY YEAR. 

A provision is inserted in the proposed ordinance which will serve 
as an automatic regulation of rates. It is made a requirement of the 
«• ordinance that all net profits over ten per cent, on the average investment 
fcfy of any year shall be paid to the City. Manifestly, if the Company finds 
h J itself able to make more than ten per cent, on its average investment, 
*8foj under the rates fixed by the Council, it will voluntarily reduce its rates, 
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thereby making its service more popular and increasing its business. If 
it fails to do so the City gets the excess profits. The ordinance ex- 
pressly states that this provision shall not be taken as an admission on 
the part of the City that a rate of income of less than ten per cent, on the 
average investment is not adequate or reasonable. 

To carry out this requirement of the ordinance provisions have been 
carefully prepared to safeguard the rights of the City. A maintenance 
and repair fund and a reserve to take care of depreciation and insurance 
are provided for with proper limitations. All items of expense of opera- 
tion are subject to investigation by the Comptroller and questions per- 
taining to the reasonableness of any items of expense or to the reason- 
ableness or classification of expenditures out of the maintenance and re- 
pair fund or out of the reserve for depreciation fund are to be submitted 
to the Chairman of the Finance Committee, the Commissioner of Public 
Works and the Corporation Counsel, who shall hear the same, and their 
decision, or the decision of a majority of them, shall be final. 

Provisions are made for the appraisement of the plant at the be- 
ginning of the grant and for fixing the average net investment of each 
year. The unexpended portion, if any, of the repair and maintenance 
fund at the end of any year shall be deposited with the Comptroller, and 
if not subsequently used as prescribed, under approval of the Comptroller, 
it shall become the property of the City at the end of the grant. The 
reserve for depreciation shall be deposited in bank and shall draw interest. 
The Company may borrow from this fund temporarily with the approval 
of the Comptroller. It can not borrow during the last two years of the 
grant, or for a period of more than one year.* 

RIGHT OF THE CITY TO PURCHASE PLANT. 

The City of Chicago has not the right at the present time to own 
and operate a general telephone system for the use of the public, but 
such right will probably be conferred upon the City in the future by the 
General Assembly. No doubt the time is far distant when the City of 
Chicago will desire to engage in municipal operation of telephones. Pro- . 
vision is made in the proposed ordinance for municipalization of the 
telephone utility in case of such a contingency. The right to purchase 
is valuable on the part of the City as a means of compelling the giving of 
good service by a private corporation. Service requirements are more 
apt to be met and service provisions are more apt to be fulfilled by a 
public service corporation when it stands in the position of one liable * 
to have its property and privileges taken from it for failure to do its . 
duty towards the public. 

Provision is therefore made in the proposed ordinance for the pur- 
chase by the City of the plant and property of the Company on January 
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1, 1919, January 1, 1924, and at the end of the grant. This purchase may 
be made for City, State or Federal operation. The price to be paid shall 
be reached by appraisement, and shall be the cost of duplication, less de- 
preciation, taking into consideration the then condition of the art, and 
five per cent, additional shall be paid for compulsory sale in case of pur- 
chase during the term of the grant. Nothing is to be paid for earning 
power or value of rights and privileges granted by the ordinance. 

UNDERGROUND DISTRICT AND REMOVAL OF POLES AND WIRES. 

The public is very much interested in the removal of poles, wires 
and cables from the streets, alleys and public ways. Their presence is 
unsightly and, besides, a menace to life and property. The Committee 
has insisted upon the incorporation in the ordinance of a provision for 
a very liberal underground district, within which all poles must be 
removed and cables and wires placed in conduits. 

Outside of this district, provision is made for the removal, upon 
request of the Commissioner of Public Works, of all poles and wires 
in advance of paving and repaving any street. Ample provision is also 
madQ for the protection of the public and of property owners with 
reference to the restoration of streets where pavement is disturbed in 
connection with underground work. 

PRIVATE LINES. 

Under the present ordinance no rates are fixed for private lines, 
leading from terminals beyond the premises of the subscriber to a 
switchboard located upon the premises of the subscriber, or for pri- 
vate wires connecting two points within the City and not connecting 
with" any switchboard. Such lines are usually installed for the ex- 
clusive use of the subscriber. The Company has put* in considerable 
installation of this character for large firms and corporations. 

For lines of the former character, in addition to an equipment 
charge, there is a mileage charge based upon the quarter mile of $10.20 
per year for each quarter mile. The proposed schedule provides a 
charge of $20 per year for the first one-half mile and $10 per year for 
each additional one-quarter mile. The reduction is not material. For 
lines of the second class, a charge is now made of $80 per year for the 
first one-half mile; from one-half mile to three-fourths mile, $90 per 
year, and for one mile, $100 per year. For each additional mile or 
fraction thereof the rate is $60 per year. For these latter lines it is 
proposed to reduce the charges in all cases to $40 per year for the first 
mile and $10 per year for each additiontal one-quarter mile. This is a 
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material reduction, the rate being reduced from $100 to $40 for the 
first mile and $60 to $40 for each additional mile, per year. 

THE PROPOSED SCHEDULE OF RATES AND COMPARISON BETWEEN SUCH 

RATES AND RATES NOW IN FORCE. 

The subject of preparing a new schedule of telephone rates was 
referred to the Special Telephone Commission and this matter is 
treated fully in the Commission Report. The report of the Committee 
departs from the recommendations erf the Commission in two princi- 
pal particulars. The Committee recommends the establishment of a 
rate of $125 per year for an unlimited business telephone. The Com- 
mission recommended measured service rates, only, for business use. 

The Chicago Telephone Company has not kept its records in such 
manner as to furnish accurate information .with reference to the ap- 
proximate cost of its different kinds of service. Traffic records, es- 
pecially, are lacking. This seems to be true of all telephone companies, 
Bell and Independent, as determined by the Commission. The rates 
fixed are based upon the best information available. Complete traffic 
records are particularly necessary in fixing a reliable and accurate 
schedule of rates for measured service. The Committee recommends, 
therefore, the retention of a flat rate for unlimited business service. 
The user thus has the option of taking either unlimited or measured 
service, according to his needs. 

The Commission recommended a rate of $60 per year for unlimited j 
use of a two-party residence line and a rate of $51 per year for un- 
limited use of a three-party residence line. Three-party lines have | 
never been established in the Chicago service. The Committee recom- 
mends that three-party lines be not established and that the rate for 
two-party unlimited residence lines be made $56 per year instead of 
$60. 

It seems desirable to eliminate several classes of service which 
experience has shown to be undesirable, and to combine others into a 
more uniform system. An effort has been made to eliminate as far as 
possible all charges for equipment, thus basing the charges upon the 
actual use of service and not upon the rental of apparatus. This idea , 
meets with the approval of our experts and with the approval of our \ 
Special Counsel. I 
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The following tabulation compares the present schedule of rates 
with the schedule presented in the proposed ordinance: 

BUSINESS SERVICE. 

present — 

Single-party line unlimited service, $125.00 per year (with mileage). 
Single-party line, measured service: 

$ 60.00 includes 600 messages 

75.00 includes 900 messages 

90.00 includes 1,200 messages 

102.00 includes 1,500 messages 

114.00 includes 1,800 messages 

All above 1,800 at 3c. 
Proposed — 

Single-party line, unlimited service, $125.00 per year (without mileage). 
Single-party line, measured service, $60.00 includes 1,200 messages; next 2,400 
messages at 3 cents each. All above 3,600 at 2 cents. 

RESIDENCE SERVICE. 

Present — 

Single-party line, unlimited service, $100.00 per year 

Two-party line, unlimited service 75.00 per year 

Four-party line, unlimited service 60.00 per year 

Proposed — 

Single-party line, unlimited service. $72.00 per year 

Two-party line, unlimited service 56.00 per year 

Four-party line, unlimited service, abandoned. 

NICKEL PREPAYMENT SERVICE. 

Present — 

Single-party line, 30c per day includes 6 messages 

Single-party line 20c per day includes 2 messages 

Two-party line 20c per day includes 4 messages 

Two-party line, residence 10c per day includes 1 message 

Four-party line, residence 10c per day includes 2 messages 

T^n-party line, business 10c per day includes 1 message 

Ten-party line, residence 5c per day includes 1 message 

Proposed — 

Single-party line 20c per day includes 4 messages 

Two-party line , 15c per day includes 3 messages 

Two-party Mne, residence 10c per day includes 2 messages 

Four-party line, residence 5c per day includes 1 message 

Ten-party line, abandoned. 

PRIVATE BRANCH EXCHANGE. 

Present. Proposed. 

Switchboard $ 36.00 per year No charge. 

Incoming trunk lines 36.00 per year $ 24.00 per year 

Unlimited trunks 365.00 per year 365.00 per year 

Extension Telephones 6.00 per year 6.00 per year 
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EXTENSION TELEPHONES. 

Present. Proposed. 

Unlimited service, business $18.00 per year $6.00 per year 

Unlimited service, residence 15.00 per year 6.00 per year 

Measured service 6.00 per year 6.00 per year 

PUBLIC TELEPHONES. 

Present. Proposed. 

Per message 10c 5c 

NEIGHBORHOOD EXCHANGE SERVICE (SOUTH CHICAGO EXCHANGE.) 

Present. Proposed. 

One-party line, business $75.00 per year $48.00 per yeai 

One-party line, residence 60.00 per year 36.00 per year 

Two-party line, business 60.00 per year 36.00 per year 

Two-party line, residence 48.00 per year 24.00 per year 

•Fotir-party line, business 48.00 per year 24.00 per year 

Four-party line, residence 36.00 per year 18.00 per year 

LOCAL TOLL. 

Present. Proposed. 

Per message , 10c 5c 

(three minutes) (five minutes) 

TOLL (TO POINTS NEAR CHICAGO, BUT OUTSIDE OF CITY LIMITS.) 

Present. Proposed. 

Per message 10c 10c 

(one minute) (two minutes) 

PRIVATE LINES. 

Present — 

One-half mile, $80; three-quarter mile, $90; one mile, $100. Additional per 
mile, $60. 
Proposed — 

Per mile, $40: Additional per one-quarter mile, $10. 

Special attention is hereby directed to some of the particular re- 
ductions and advantages of the new schedule. Under measured service 
the minimum charge now for a single-party line is $60, including 600 
messages. Under the new schedule 1,200 messages are furnished at 
the same rate, $60. A marked reduction follows for any particular 
number of messages guaranteed. The rate for excess messages is also 
decreased from 3 cents to 2 cents for all messages over 3,600. 

The cost for various round numbers of messages under the two 
schedules is shown as follows: 

Messages per year. Present Cost. Proposed Cost. 

1,800 messages $114 $ 78 

3,600 messages" 168 132 

5,400 messages 222 168 

7,200 messages 276 204 

10,000 messages 360 260 

15,000 messages 510 360 
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It seems to be the opinion of telephone experts that a single-party 
line, used for both incoming and outgoing messages, will handle about 
twenty-five messages per day before reaching the point of conges- 
tion. The ordinance provides) therefore, in the interest of good ser- 
vice, that a subscriber of such a line who will guarantee 6,000 messages 
per year in addition to the first 1,200 messages, or 7,200 messages in 
all (this is an average of 24 messages per day for three hundred busi- 
ness days), shall be provided with an additional single party line with- 
out extra charge. This gives him two lines and 7,200 messages for 
$204. For each additional 6,000 messages guaranteed he is entitled to 
another such line in addition, without extra charge. 

The effect that this arrangement will have towards eliminating 
congestion of lines, which means improvement of service in general, 

may be shown by the following tabulation : 

Number of Lines. 

12 3 

Number of messages per year to entitle to additional line . . . 7,200 13,200 * 19,200 

Yearly cost * $204 $324 $440 

Number of messages daily 24 44 64 

Messages per line without additional line 24 22 21 

Messages per line with additional line 12 14 16 

In some kinds of business there are but few outgoing messages and 
many incoming messages. In order to provide for such cases it is 
proposed to give a subscriber to a single-party line at $60 per year 
for 1,200 messages, as many additional lines as he may desire at $24 
per year, each. These additional lines can be used for either incoming 
or outgoing messages. No charge can be made in any kind of service 
for incoming messages. 

Under the present measured rate schedule a single-party line with 
10,000 messages costs $360 per year. This means a daily average of 
33 1-3 messages per day for three hundred business days. Under the 
proposed schedule such a line including 15,000 messages will cost $360 
per year, which gives an average of 50 messages a day for three hun- 
dred business days. A subscriber with a private branch exchange 
whose requirement is more than 50 messages per day can meet 
such a demand by installing a commutation trunk line at $1 per day. 
This gives unlimited use. Additional trunk lines for use in connection 
with private branch exchanges can be secured without extra charge 
under guarantees as explained above, or, for incoming use, upon pay- 
ment of $24 per year, each. The present rate for such incoming trunks 
is $36 each. Switchboards are to be installed without charge. All 
extension telephones must be furnished at $6 per year, each. 

The rate for unlimited residence use, for a single-party line, is re- 
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duced from $100 per year to $72 per year. Unlimited two-party resi- 
dence lines are reduced from $75 per year to $56 per year, each. Un- 
limited four-party residence lines are abolished, as such service is re- 
garded as unsatisfactory in large exchanges. The present rate for 
such a line is $60 per year. 

Under the present nickel prepayment service, for a single-party 
line, two kinds of service are furnished, one, under a guarantee of thirty 
cents per day including six messages, and the other, under a guarantee 
of twenty cents per day for two messages. Under the proposed 
schedule the two classes of service are merged into one, with a guar- 
antee of twenty cents a day including four messages. Provision is also 
made for a new class of nickel service, a two-party line service, under 
a guarantee of fifteen cents per day including three messages. 

The present schedule provides for a two-party line residence ser- 
vice at ten cents per day including one message. Under the new 
schedule two messages are included under the same guarantee, ten 
cents per day. 

At present, four-party line nickel service for residences is lur- 
nished under a guarantee of ten cents per day including two messages. 
Under the new schedule, the same service is provided for under a 
guarantee of five cents per day including one message. 

Ten-party line service is abolished, and its users will be provided 
with four-party line service, under the same guarantee, five cents per 
day with one message. 

It will thus be seen that under the new schedule for nickel ser- 
vice there will be, all along the line, either material reduction in charges 
or guarantees, or greatly improved service without increased cost. It 
is believed that the new schedule of rates is sufficiently elastic to fur- 
nish service suiting the demands and conditions of any particular sub- 
scriber. The provision made in the proposed ordinance for the repay- 
ment of deficiency payments under guarantees is elsewhere explained. 

It will thus be observed tha!t, under the proposed schedule of 
rates, the maximum charge for a message is five cents, and no charge 
exceeding five cents can be made for any telephone message between 
telephones located within the City of Chicago. 

SUMMARY OF THE ORDINANCE. 

The following brief summary of the proposed ordinance is presented 
for the benefit of those who desire to become familiar with its principal 
provisions and who do not have the opportunity to consider the ordinance 
in detail : 

The term of the proposed ordinance of the Chicago Telephone 
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Company covers a period of twenty years from the expiration of the 
present ordinance, or to January 8, 1929. 

Thorough publicity of the affairs of the Company is provided for. 
The Company must keep a complete and separate set of books for its 
Chicago business and it must keep such books, records, etc., as the 
City Comptroller may direct. The Comptroller shall have access at 
all times to the books, records, contracts, vouchers, etc., of the Com- 
pany, and at the end of each year he may make a complete audit of its ac- 
counts. 

The Company is required to pay to the City three per cent, of its 
gross receipts as compensation. Payments are to be made semi-an- 
nually, and at the time of making payment the Company shall file with 
the Comptroller a statement in such form and detail as he may pre- 
scribe. 

The Company shall furnish the City free telephone service 
throughout the present or any future city hall. It shall also furnish 
free incoming lines to fire engine houses and police stations for the 
purpose of fire and police alarms. The City is given the right, free of 
charge, to use the Company's poles and conduits in connection with its 
municipal telegraph and telephone system. Receivers and transmitters 
are to be furnished the City without expense for its municipal system. 
All other city telephone service may be secured at twenty-five per 
cent, reduction from regular rates. 

The Company is required to maintain its plant, system, equipment, 
etc., at the highest practicable efficiency. It shall promptly adopt all 
available improved apparatus, appliances, equipment and methods of 
service, in common use or found to be practicable. It is made the 
duty of the Commissioner of Public Works to enforce the service pro- 
visions. The Company shall make such extensions of its plant and 
system as the City Council may from time to time direct. The Council 
shall also have the right to regulate every kind of service other than 
telephone service which the Company may establish under this ordi- 
nance. 

For business use, a single-party line with unlimited use shall be 
furnished for $125 per year and a measured service single-party line 
with twelve hundred outgoing messages for $60 per year. Under 
measured service the next twenty-four hundred outgoing messages 
shall be furnished at three cents each and all outgoing messages in ex- 
cess of thirty-six hundred per year shall be furnished at two cents 
each. Every subscriber who will contract for seventy-two hundred 
outgoing messages during the year at the above rates per message shall 
be furnished with a second single-party line without extra charge. An 
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additional single- party line shall be furnished without extra charge for 
each additional guarantee of six thousand messages per year at two 
cents each. 

Every subscriber to measured service shall be furnished with as 
many single-party lines ?.s he may desire in addition to the first single- 
party line, without contracting to use any particular number of addi- 
tional outgoing conversations, at the rate of $24 per year. 

A single-party line, including the right to transmit outgoing mes- 
sages without limit, shall be furnished at the rate of $1 per day, for 
use with private branch exchange apparatus. Every subscriber to 
such a line shall be furnished an additional single-party line without 
extra charge for each six thousand outgoing messages he will con- 
tract to pay for during the year at two cents each, or such subscriber 
may secure an additional single-party line, or lines, for incoming use 
only, at $24 per year, each. 

Under the ordinance no charge is made for private branch ex- 
change switching apparatus, appliances and equipment, excepting a 
charge of fifty cents per month for each terminal telephone. 

For residence use a single-party line with unlimited use shall be 
furnished for $72 per year and a two-party line with unlimited use for 
$56 per year. 

Nickel prepayment service shall be furnished as follows : Single- 
party line, with guarantee of 20 cents per day, including four mes- 
sages ; two-party line, with guarantee of 15 cents per day, including three 
messages; two-party line (for residences only) with guarantee of 10 cents 
per day, including two messages ; four-party line (for residences only) 
with guarantee of 5 cents per day, including one message. All excess 
messages five cents each. 

Every subscriber who is required to make up a deficiency under 
his guarantee shall be given a receipt for such deficiency payment, and 
at any succeeding collection or collections made within sixty days 
of such payment any amount found in the coin box in excess of the 
amount due under the guarantee shall be applied to the repayment 
of such deficiency payment. 

The Company is forbidden to furnish telephone service to more 
than four subscribers on a single circuit or line. 

The charge for a single message from any telephone within the 
City to any other telephone within the City shall not exceed five cents. 
This includes public telephones. 

Provision is made for the continuance of the present neighbor- 
hood exchanges and new neighborhood exchanges may be established 
under the direction of the City Council. The rates established for 
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neighborhood exchanges are uniform and are as follows: Business, 
one-party line, $4 per month ; two-party line, $3 per month ; four-party 
line, $2 per month. Residence, one-party line, $3 per month; two- 
party line, $8 per month ; four-party line, $1.50 per month. 

A charge not exceeding five cents may be made for each message 
from any telephone served by a neighborhood exchange to a telephone 
located outside of a neighborhood exchange, within the City, but no 
charge shall be made for any message from any telephone within the 
City and not served by a neighborhood exchange to any telephone 
served by a neighborhood exchange. 

The Company shall not charge more than 10 cents for each mes- 
sage, not exceeding two minutes in duration, transmitted from any 
telephone within the City to any telephone outside of the City and 
within prescribed distance from the City Hall. 

The Company shall install in connection with each measured ser- 
vice line a meter which will accurately record outgoing messages. 
Whenever practicable, such meter shall be installed upon the premises 
of the subscriber. The Chairman of the Finance Committee, the Com- 
missioner of Public Works and the Corporation Counsel are constituted 
an authority to have supervision over meters. 

The Company is required to furnish at least three extension tele- 
phones in connection with each line used by the subscriber (excepting 
four-party lines) at a charge not exceeding 50 cents per month for each 
extension telephone. 

The Company is required to publish its directory at least three times 
each year, and to furnish the same to subscribers without charge. An 
extra directory is to be furnished for each extension telephone. 

Three listings shall be given in the directory, free of charge, of part* 
ners, officers, employes or members of the family, except that only one 
free listing is to be given for each four-party line and for each neighbor- 
hood exchange telephone. Additional listings may be secured at $3 each 
per annum. 

Rates are prescribed for private lines and extensions with or without 
switchboard connections on the premises of the subscriber. 

'The City Council reserves the right to hereafter establish and regu- 
late the rates and charges for every kind of service, facilities and equip- 
ment furnished by the Company under this ordinance. The Council also 
reserves the. right to regulate and revise the rates for telephone service 
at the end of thirty months after the passage of the ordinance and at the 
end of each period of five years thereafter. 

If during any year of the term of the grant the Company shall earn 
more than ten per cent, net on its average investment for that year, it 
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shall pay such excess to the City of Chicago. This provision is not to be 
taken as an admission on tlie part of the City that a net return of less 
than ten per cent, would n:>t be reasonable. Provision is made by the 
ordinance for fixing the value of the plant at the beginning of the grant 
by appraisement and for determining the average net investment for each 
year of the grant. 

The Company shall expend for maintenance and repairs yearly after 
January 1, 1912, an average sum equal to at least six per cent, of its 
gross receipts for each year. Any part of such yearly sum not so ex- 
pended shall be deposited at the end of such year with the City Comp- 
troller, to be used subsequently for such purpose, and if not so used such 
sum or sums shall become the property of the City of Chicago at the end 
of the grant. In addition thereto, the Company shall set aside a reserve 
fund amounting to not less than four per cent, nor more than eight per * 
cent, of the average investment for each year as a depreciation and in- j 

surance fund. Such fund shall be deposited in bank and shall be used 
only for renewals of plant and to meet the requirements of depreciation 
and insurance as specifically provided. The Company may temporarily 
borrow from this fund by loans made under the supervision of the City 
Comptroller. 

The reasonableness of operating expenses shall be subject to review 
by the City Comptroller, and in case of his disapproval of any items of 
expense such questions shall be submitted to a Board consisting of the 
Chairman of the Finance Committee, the Commissioner of Public Works 
and the Corporation Counsel whose decision shall be final. This Board 
also has similar power with reference to other questions which may arise 
with reference to disbursements under the ordinance. 

The ordinance specifically reserves to the City the right to take ad- 
vantage of any additional power or authority given to the City hereafter 
by the General Assembly with reference to establishing and regulating 
rates to be charged by telephone companies for any kind of service supplied. 

The Company is prohibited from entering into any agreement or 
combination with any other company with reference to prices to be 
charged for telephone service or equipment or with reference to trans- 
fer or division of territory. 

An underground district is provided with extreme limitations as fol- 
lows : Lake Michigan on the East, 40th Avenue on the West, Howard 
Avenue on the North and 89th Street on the South. Outside of such 
underground district, all poles, cables or wires now standing or hereafter 
erected in any ' street, alley or public way, shall be removed and 
such wires or cables placed under ground in advance of paving or re- 
paving, upon the order of the Commissioner of Public Works. 
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The ordinance provides for proper waiver of rights and privileges 
of the Company under previous ordinances granted by the City of Chicago 
or other municipalities now included or hereafter included within the 
territory of the City of Chicago. 

The City reserves the right on January 1, 1919, January 1, 1924, and 
at the expiration of the grant to take over the property of the Company 
for the purpose of Municipal, State or Federal operation. Twelve months' 
previous notice in writing shall be given of such intention of the City to 
purchase. In case of purchase during the period of the grant the City 
shall pay the cost of duplication, less depreciation, and five per cent, addi- 
tional as compensation for the compulsory sale, but such five per cent, 
shall not be added in case bi purchase at the expiration of the grant. 
In determining the value of the property there shall not be taken into 
consideration its earning power, or the value of the rights or privileges 
granted by this ordinance. The .then condition of the art of telephony 
shall be taken into consideration. Ample provisions are made for the 
appointment of appraisers and for the fixing of the valuation of the prop- 
erty of the Company. 

CONCLUSIONS AND RECOMMENDATION. 

The Committee has not approached the solution of the telephone 
problem in Chicago without an appreciation of the attendant difficulties, 
perplexities and prejudices. The telephone art has passed through, and 
is still passing through, a process of evolution, unparalleled in its pro- 
gressive strides in any other field of electrical science. This fact alone 
makes the question a serious one to be considered by those not skilled in 
the art itself. 

In one respect at least, is telephone service unique. No other char- 
acter of public service has to combat with such decided and sometimes 
violent prejudices on the part of its patrons. This may be accounted 
for to some extent by the fact that it is the only public service in which 
the patron himself comes in direct personal contact with the service 
rendered. The patron becomes a part of the agency used to furnish the 
service — a part of the very machine. To present an opportunity for the 
transmission of a telephone message requires the use of the mechanical 
equipment, the activity of the telephone operator, and also the participa- 
tion in the process by two patrons, each with a routine duty to perform. 
The user thus has brought directly to his attention every defect and he 
feels acutely each failure or short-coming. This explains in a way 
the severity and bitterness accompanying complaints pertaining to tele- 
phone service. 

In Chicago, there is a further reason for complaining public senti- 
ment. The public feels that it has hot always received fair considera- 
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tion at the hands of the Chicago Telephone Company. Public interests 
and public demands have not received appreciative regard. Features 
and peculiarities of service, and rates for service, have been maintained 
by the Company contrary to the just concern of a protesting public. 
In some instances it has been necessary to appeal to the courts for 
relief — and not without avail. Upon the Company rests the responsi- 
bility for this added public prejudice. 

The persistence of a public service corporation in maintaining" 
practices, warranted or not warranted by legal authority under the 
grant of privileges which it has secured, which are tinged with unfair- 
ness and which meet with popular disapproval, shows a spirit of short- 
sightedness. The progressive public utility will recognize the public 
needs, the equities of public demands and go as far as consistent with 
conservative management to meet them. A failure to follow this policy- 
has, in many cities, resulted in telephone competition — a duplication of 
plants, a net increase in the cost of service, a division of the telephone 
using public into two parts, thus diminishing the opportunities for 
intercommunication and many other inconveniences — a condition to 
be deplored and avoided. « 

It has been the determined intent of the Committee, in whatever 

# 

ordinance it might recommend, to provide effectively against any pos- 
sible recurrence, either under the claim of supposed authority or per- 
mission by ordinance, or without it, of those inconsistent conditions 
and practices which have proven so annoying, intolerable and burden- 
some to the. telephone using public of Chicago. 

When the Special Telephone Commission was appointed, the prop- 
osition presented by the Manufacturers' Telephone Company was re- 
ferred to it for anaylsis and for its first consideration. The Commis- 
sion was requested not only to analyze the various estimates presented 
of investment, maintenance, expenses of operation, depreciation and 
revenues, but to consider carefully the question of the length of time 
required to construct and install a plant sufficient to supply, the needs 
of the telephone users of Chicago, and to report to the Committee re- 
garding the feasibility of the entire proposition. The result of the 
Commission's inquiry is shown in its report hereto attached. 

The Chicago Telephone Company is on the ground ; it has an in- 
vestment in Chicago of many millions of dollars ; it has a plant con- 
ceded by experts to compare favorably with the telephone plant of 
any company of any other large city. It is prepared to furnish that 
continuity of service with which the public must be provided. 

Your Committee believes that the best interests of the telephone 
users of Chicago will be conserved by an extension of the grant to the 
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Chicago Telephone Company, upon terms fair and reasonable, equit- 
able to the citizens, to the City of Chicago and to the Company. Under 

1 the proposed ordinance, if passed by the Council, Chicago should se- 

cure the best telephone service of any large city in the world, and its 
development should go on until the telephone has become regarded as 
indispensable and hence found in every office, business house, and in 
every home which is supplied with even the ordinary conveniences and # 
comforts. 

Your Committee therefore recommends the passage of the two 
accompanying ordinances, one granting certain privileges to the Chi- 
cago Telephone Company, and the- other, an ordinance fixing the 
charge for public telephone messages and providing a penalty for its 
violation. 

Attached to this report and made a part of it, are four reports made 
to the Committee on Gas, Oil and Electric Light during its investiga- 
tion, viz. : The report of the Special Telephone Commission ; the report of 

% Linn H. Young, Chairman of the Committee, giving general informa- 

tion regarding telephone rates and service in twenty-one large cities of 
the United States; the report of Walter F. Burgess on the foreign sit- 
uation, and the report of Hugo S. Grosser, City Statistician, requested 
by resolution of the Committee, January 25, 1906. 

Very respectfully submitted, 

Linn H. Young, 

Chairman. 
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REPORT OF SPECIAL TELEPHONE COMMISSION. 



Chicago, April 3, 1907. 

To the Honorable Linn H. Young, Chairman, and Members of the Com- 
mittee on Gas, Oil and Electric Light of the City Council of the City 
of Chicago. 

Gentlemen — We have industriously worked at the problems 
which you laid upon us at the time of our appointment as a com- 
mission to advise you on matters relating to the telephone situa- 
tion in the City of Chicago, and by instructions from time to time 
since, and we beg leave to hand you our report. 

A telephone company in a large city must face a problem in 
many respects more complex than that of any other public utility 
corporation. The water department is called upon to sell a single 
commodity, namely, water, and at prices which are fixed with com- 
parative readiness. The gas company also is called upon to sell 
a single commodity, metered for nearly every customer, and its 
conditions in dealing with customers are relatively simple. It may 
sell some additional by-products, as coke, tar and ammonia, but 
the quantities and market values of these are readily arrived at 
The traction company has a more complex .problem than sonie of 
the other purveyors of public utilities, but even here the price paid 
by the several patrons is uniform and the substantial difference 
between patrons lies only in the lengths of the rides which they 
may choose to take. 

The telephone problem, on the contrary, involves many com- 
plexities, partially caused by the relatively large number of classes 
of service which the telephone company must offer to its patrons 
for the purpose of fully developing the telephone service of 'the 
city, and partially by the intangible character of the electric me- 
dium with which the telephone business is carried on, the deli- 
cacy of the apparatus used, and the wide differences in the man- 
ner and extent of the use of the apparatus by the various sub- 
scribers. 

If a telephone company properly extends the telephone ser- 
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vice in the city, it must be prepared to take care of the require- 
ments of a range of patrons as wide as the interests of the city 
itself, including the largest business organizations, the hotels, 
the newspapers, the professional men, the small business houses, 
and residences of all classes. It must provide apparatus for the 
service of each class of patrons which will enable it to furnish the 
service to each subscriber at an appropriate price within his 
means. It is desirable for the prices to be graded so that the 
largest user shall not pay less than his fair share of the expense 
of maintaining the traffic and the remuneration to the company 
for its investment, and equally so that the smallest user may get 
his telephone service at a price which is within his means and yet 
is reasonably remunerative to the company for its outlay. 

Telephone service has been of remarkably rapid development 
and extension in this country. Less than fifteen years ago there 
was no telephone exchange system with as many as 10,000 sub- 
scribers served by the system. At that time the number of tele- 
phones in Chicago was considerably under 10,000. Only seven years 
ago there were less than 25,000 telephones in Chicago, and at that 
time the present tremendous rate of growth in the number of tele- 
phones began, the average increase during the last five years being 
at the rate of approximately 20,000 telephones per year. A similar 
increase in the growth of the number of telephones began in New 
York City a couple of years earlier. The bends upward in the 
curves showing the numbers of telephones in Chicago and in New 
York are plainly evident on our Chart No. 4. The rapid expan- 
sion of the telephone service began in Chicago in 1900, and approxi- 
mately two years earlier in New York. 

Prior to the time when the rapid increase in the number of 
telephones began, the telephone art had been steadily changing, 
and the increased rate of expansion of the telephone service* began 
approximately coincidently with the introduction into the great 
cities of the modern so-called "common battery" method of tele- 
phone operation. The prior apparatus used for telephone service 
was more expensive to operate and maintain, less convenient for 
the user, and not adapted for the extended use to which the tele- 
phone is now put in the large cities — all of which prevented the 
telephone service from becoming fully developed. The subscrib- 
ers were not as well satisfied with the service which could be 
afforded them by the older apparatus and it was also necessary 
to charge higher prices. 

During the recent period of tremendous growth which has 
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followed the introduction of the "common battery" method of 
operation, accompanied by a service of greater convenience and 
lower prices, the telephone companies of the larger cities have 
been practically submerged in an effort to keep ahead of the de- 
mands of the people for additional telephones, and the problems 
relating to classification of service and appropriate charges for 
different classes of service have not been worked out in a suitable 
manner. The telephone companies have apparently been fully en- 
gaged in the extension of their business and the extension and im- 
provement of their plants, and they have not found men or time 
to work at the details of operating economies and the best methods 
of handling the service of different classes of subscribers in the 
way that railroads, traction companies, electric light companies 
and various other public utility companies have been working out 
the details of economies relating to their processes of operation. 

The telephone business is not only an unusually complex one, 
but the records of the existing telephone company doing a large 
business in Chicago are lacking in details which are needful for 
the fixing of specific scales of charges for different classes of ser- 
vice. We have endeavored to obtain data bearing on the cost of 
specific classes of telephone service from other telephone com- 
panies, including the Bell Telephone Companies of New York and 
elsewhere, and also from certain of the so-called Independent tele- 
phone companies, but in no instance have we been able to obtain 
records kept in such detail or in such manner as to afford appro- 
priate data for fixing rates, and in every instance the rates seem to 
have been dictated by estimates based on experience or the re- 
quirements of business expediency, instead of being founded on 
a knowledge of the cost of the different classes of service. The 
telephone companies seem to go on the belief that their business 
is satisfactory if the total results of each year's business show a 
profit, and that it is unsatisfactory if the year's business does not 
show a profit, and they have heretofore apparently neglected to 
consider more than superficially the essential question whether 
the rates charged deal fairly by the different classes of subscribers. 

The telephone art is by no means stable. In most of the well 
developed lines of industry, the art is on an advance but is advanc- 
. ing at a substantially stable rate. This is the condition, for instance, 
of the railroad art. No unforeseen or unanticipated revolutionary 
changes are momentarily expected to occur in the railroad art on 
account of. discoveries or inventions, but the telephone art is dif- 
ferent. The telephone service is now expanding at its tremendous 
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rate largely on account of the introduction of the common battery 
system of operating telephones, and other improvements of more 
or less revolutionary character are likely to be introduced into 
the telephone art from time to time for decades to come. 

These conditions make it impossible to arrive at any satisfac- 
tory solution of the problem of telephone rates which may be ex- 
pected to extend over a period of twenty years, and we, therefore, 
make recommendations to you which tend toward flexibility in the 
operations of whatever company may receive a franchise at the 
hands of your Honorable Mayor and City Council, but also reserve 
to the city a proper degree of authority in respect to rates. 

The questions laid upon us by your instructions divide them- 
selves into four categories: 

1. The feasibility of the proposed project of the Manu- 
facturers' Telephone Company; 

2. The relative merits of flat rate and measured rate tele- 
phone service; 

3. The application for a franchise made by the Chicago 
Telephone Company; 

4. The advisability of requiring universal toll connections 
by ordinance. 

We have treated these four branches of our inquiry in the order 
given. 

The time at our disposal was limited, but we have gone into 
the questions involved as deeply and as thoroughly as the time 
would permit. 

We have called on the City Auditor, Mr. Louis E. Gosselin, 
and City Statistician, Mr. Hugo S. Grosser, for assistance, and we 
wish to thank them for their courtesy in aiding us in several direc- 
tions. We also have conferred constantly with Alderman Linn H. 
Young, chairman of your committee. We have made numerous re- 
quests (courteously granted in most instances) for information and 
data from the Engineer of the Manufacturers' Telephone Company, 
Mr. W. H. Johnston, and from the General Manager and Engineer 
of the Chicago Telephone Company, Mr. A. S. Hibbard and Mr. J. 
G. Wray. We have also informally consulted a number of other 
engineers of well recognized experience and capability in the tele- 
phone art, particularly several men connected with large Indepen- 
dent telephone installations. 

Our conclusions are set forth in the last part of this report, 
and in the intervening portion we have given reasons for the con- 
clusions, which we have illustrated by some maps and charts chosen 
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from a large quantity of data which we gathered together. We be- 
lieve that our conclusions are founded upon the best information 
which is available in the telephone world, and we have introduced 
the particular charts in our report for the purpose of illustrating 
the reasons for arriving at these conclusions. 

I. 

THE FEASIBILITY OF THE PROPOSED PROJECT OF THE MANUFACTURERS' 

TELEPHONE COMPANY. 

The first matter taken up by us, was the Manufacturers' Tele- 
phone Company's proposition, and through arrangements made by 
Mr. John M. Glenn, their engineer Mr. W. H. Johnston, met with 
us at our second formal meeting. At this meeting Mr. Johnston 
stated that the estimates of plant cost, annual expense, annual reve- 
nue, etc., submitted to your committee under date of November 27, 
1906, were the result of a general study of the situation, but that he 
had no detailed items, showing exchange districts, approximate cen- 
tral office locations, approximate conduit and pole line routes, 
quantities of materials, etc., in shape to present to us at once, and 
asked that he be given two weeks in which to get plans and figures 
in shape for presentation. Near the expiration of the time set, Mr. 
Johnston again appeared before us, presenting a map of the City of 
Chicago, upon which he had indicated fourteen central office dis- 
tricts, the approximate number of telephones expected to be in- 
stalled in each district, approximate central office locations and the 
approximate extent and routes for his conduit system, which map 
he stated was indicative of the scope of his company's plans rather 
than an attempt at definite detailed design. This plan is manifestly 
different from the plan with eight central exchange offices which 
was described by the Manufacturers' Company to your committee. 

He also presented us with revised estimates of the cost of con- 
struction, the annual cost of operation, maintenance, etc., and of the 
annual gross revenue which the plant might be expected to earn. 
Mr. Johnston stated that he considered the estimates originally pre- 
sented to your committee were adequate to meet the demands for 
furnishing service as outlined, but that he preferred to submit to 
the commission a revised plan differing from the first, but laid out 
to accomplish essentially the same results. The plans and estimates 
submitted to us do not show that the quantities of materials given 
as required for the outside plant construction were arrived at from 
the making of detailed working plans; and it is evident that these 
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quantities were arrived at by Mr. Johnston in compiling his esti- 
mates from published information concerning the Chicago Tele- 
phone Company's plant, his personal knowledge of the conditions 
and requirements for telephone service in Chicago, and his general 
experience as a telephone engineer, and not upon a definite and de- 
tailed plan, which would include the following features determined 
from an extended and detailed investigation made on the ground : 

Exact locations of exchange offices; 

Locations of subscribers' telephones; 

Exact locations of conduit routes, and quantity required; 

Location, number and extent of underground and aerial cables; 
and 

Location and extent of pole lines. 

Preliminary construction estimates can be fairly accurately 
made following the method used by Mr. Johnston, but both of his 
sets of estimates must be understood to include only preliminary 
figures. 

Revenue estimates are based upon experience and general knowl- 
edge of the requirements of the telephone users, and can not be ac- 
curately estimated in advance. 

The expense items are based upon general experience with other 
operating telephone plants. 

It is our understanding that your committee is proceeding Upon 
the assumption that, if a franchise is granted to the Manufacturers' 
Telephone Company, it must be prepared at the expiration of the 
Chicago Telephone Company's franchise to satisfactorily handle 
all of the telephone traffic in the city, and we have proceeded on this 
basis. 

The Chicago Telephone Company presented to your committee 
extended criticisms of the Manufacturers' Telephone Company's es- 
timates, and brought these in greater detail before the commission 
A comparison of their estimates with the two sets of estimates pre- 
sented by Mr. Johnston, and the results of our own carefully made 
estimates relating to the project of the Manufacturers' Telephone 
Company, is exhibited in the accompanying tables Nos. 1, 2, 3 and 
4. During the making of our estimates we have made use of data 
and experience from every available source to which we could get 
access, within the time at our command. In our construction esti- 
mates we provide cable and line conductors of suitable size to give 
an efficiency of transmission approximately equal to that now main- 
tained by the Chicago Telephone Company. »A11 of our figures have 
been carefully compiled and checked in detail, and we believe that 
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they are as nearly correct as can be estimated by any one at this 
time with the data at hand. 

The revised construction estimate submitted to us by the Manu- 
facturers' Telephone Company contemplates the construction of a 
telephone plant in the City of Chicago which shall be sufficiently 
extensive to meet all requirements for telephone service within the 
city limits, and one which will have an immediate installation of 
fourteen central offices, equipped and ready to furnish service to 
110,000 subscribers' stations. It was explained to us by their engi- 
neer that the ultimate plan of development would presumably in- 
clude the construction of several smaller exchange centers in the out- 
lying districts, which centers would probably answer the same pur- 
poses as those centers now maintained by the Chicago Telephone 
Company and known as neighborhood exchanges. Our construc- 
tion estimate has been sufficiently liberal to permit of an increase 
of approximately 10,000 subscribers' telephone stations without the 
expenditure of a considerable amount of money for extensions, but 
after that number of additional stations are installed it would be 
necessary to make extensive additions to the plant. 

The form of switchboard proposed is a combination of standard 
manual and automatic apparatus. Subscribers would signal to and 
be answered by central office operators in the same manner as with 
the common battery switchboards now in general operation. Each 
operator answering calls would be provided with means for auto- 
matically connecting a calling subscriber's line with the line called 
for. This method of "semi-automatic" operation is represented to 
be particularly adapted for large multi-office exchange systems. It 
has never been used in actual operation in any of the large cities or 
in any large exchange, but the principles have been used in smaller 
offices and we believe that details adapting it to large exchanges 
will ultimately be satisfactorily worked out. This method of opera- 
tion is along the line of development which is now receiving the at- 
tention of the most competent telephone engineers in the country. 
It is believed that the cost of "semi-automatic" operation (when the 
processes have ultimately been fully developed) will be less than the 
cost of manual operation, for the reason that the trunking opera- 
tors' services will be unnecessary, and that one operator can complete 
every connection required of her in practically as simple a manner 
as if the exchange were limited to one central office with an ordi- 
nary multiple switchboard. The subscriber's telephone would be of 
the regulation common battery type now used throughout the City 
of Chicago. 
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The conduit system proposed by Mr. Johnston is intended to 
be sufficient to ultimately meet the requirements of approximately 
400,000 subscribers' stations. In compiling our conduit estimate we 
have given due consideration to the fact that the conduit costs in 
the City of Chicago are constantly increasing on account of new 
street improvements and the constantly increasing number of ob- 
structions to be met with in the streets. Distribution of subscribers' 
lines in the conduit districts will be effected directly underground 
through the building basements as far as the conditions will war- 
rant. Alley pole lines and distributing poles will be used in resi- 
dence districts. The use of open line wires will be minimized by an 
extensive aerial cable system. 

It was proposed at certain meetings of your committee that the 
Manufacturers' Company might rent space in the tunnels of the 
Illinois Tunnel Company for the purpose of installing its under- 
ground cables, but the construction estimate submitted to us by the 
company's engineer involves the construction of independent con- 
duits by his company, and we have followed the same plan. It is 
our understanding that the telephone privileges of the Tunnel Com- 
pany may pass to the control of a company with which the Manu- 
facturers' Company, if given a franchise, would come into compe- 
tition, and any arrangement for placing the cables of the Manu- 
facturers' Company in the tunnels would be the subject of contract 
negotiations between the two companies and outside of our province 
even if the time at our command had permitted us to consider such 
relations. 

In the estimate submitted by the Manufacturers' Company, the 
use of No. 22 B. and S. gauge conductor cable for all subscribers' 
lines is proposed. The trunk line cables are proposed to be of larger 
conductors in order to bring the standard of transmission up to what 
Mr. Johnston considers a proper point. The recent great increase 
in the cost of metals, especially copper, lead and iron, all of which 
are extensively used in telephone construction work, as well as the 
cost of skilled labor, will make the cost of this plant, if constructed 
at this time, considerably more than if built a few years ago. The 
fluctuations in the selling prices of copper, lead and structural steel 
are shown in our charts Nos. A and B, plotted from weekly quota- 
tions in the Iron Age, from which it will be seen that the price of 
copper has been steadily increasing during the past three years, and 
that the present prices of copper are higher than those prevailing 
at any time during the past fourteen years. The price of lead, which 
is used very extensively in the manufacture of telephone cables, has 
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increased approximately fifty per cent, during the past five years, 
and is now higher than at any time during that period. It is esti- 
mated that if the cables and copper wire could be purchased at the 
prices prevailing two years ago a saving of a million dollars or more 
could be effected. 

Mr. Johnston's revised estimate provides for a large central 
office building in the business district, in which the company's gen- 
eral offices would be located, and twelve smaller office buildings in 
the outlying districts. Also provisions are made for renting space 
in a fire-proof building in the business district in which one of the 
large downtown central offices would be operated. The buildings 
to be constructed are proposed to be of fire-proof construction. 



TABLE NO. 1. 

ESTIMATES OF CONSTRUCTION COST. 

Table No. 1 shows the results of the different estimates of con- 
struction cost. First, the Manufacturers' Company's original esti- 
mate; second, the Manufacturers' Company's revised estimate; 
third, the Chicago Telephone Company's estimate; and fourth, the 
Telephone Commission's estimate. The various items marked in- 
clude the following: 

1. Conduit: Main line and subsidiary conduit, including 

river crossings, vaults, manholes, etc., complete, 
ready for receiving underground cables. 

2. Pole lines: Poles set in place, painted, stepped, guyed 

and fitted with cross-arms and fixtures. 

3. Cable: Underground and aerial cable, in place, prop- 

erly terminated and ready for service, also sus- 
pension wires and guying for aerial cables. 

4. Line wires: All open air wires attached to poles, ex- 

clusive of drop wires. 

5. Drop wires: Wires extending from poles or fixtures 

to subscribers' buildings. 

6. Sub-station equipment: This includes 110,000 sub- 

scribers' telephones, installed ready for operation, 
a portion of which will be connected with private 
branch exchange switchboards. 

7. Switchboards: Central office and private branch ex- 

change switchboards, installed ready for opera- 
tion. 
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8. Main building: Main office building and land in the 

central district, ready for occupancy. 

9. Small buildings : Same as above in outlying districts. 

10. Fitting t>i rented space in fire-proof building in cen- 

tral district ready for installation of central office 
apparatus. 

11. Tools and supplies: All tools and supplies necessary 

for the construction, maintenance and operation 
of the plant. 

12. Furniture and fixtures: All furniture and fixtures 

necessary for the construction, operation and main- 
tenance of the plant. 

13. Supervision and engineering: All necessary super- 

vision and engineering during the designing and 
construction of plant. 

14. Interest and insurance: Interest on investment dur- 

ing construction of plant and insurance on build- 
ings, apparatus, material and supplies during con- 
struction. 

15. Bank balance: Working capital necessary for opera- 

tion of plant. 

16. Brokerage: Difference between amount of securities 

issued and cash received for same. It is estimated 
that this will equal at least ten per cent, of amount 
issued. 

TABLE NO. 2. 

ESTIMATES OF ANNUAL EXPENSE. 

Table No. 2 shows the results of the different estimates of an- 
nual expense. The various items marked include the following: 

1. Switchboard operation, etc.: Expense for making 

switchboard connections and supervision thereof, 
expense for maids, cleaners, matrons, and janitors, 
operators' school, operators' restaurant suppKes, 
heat, light, power and supplies for operators' quar- 
ters and operating rooms. 

2. Service inspection : Traffic records, extra cost of "peg 

count" and special operating supervision. 

3. Contract department: Contract agent, assistants, 

clerks, solicitors, stationery, postage, car fares, etc. 
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4. Accidents and damages: Cost of adjusting claims for 

accidents and damages. 

5. Advertising: Newspaper and general publicity ad- 

vertising. 

6. Collecting: Superintendent of collections, collectors, 

bookkeepers, clerks, stationery, postage, car fares, 
etc. 

7. Rent: Rent of large central office in downtown 

district. 

8. Directory: Compiling, publishing and delivering di- 

rectory. 

9. Switchboard repairs: Switchboard repairs, main and 

intermediate distributing frame jumpers, switch- 
board lamps, cords, etc., and maintenance supplies. 

10. Line and telephone repairs: Repairing line and instru- 

ment trouble, etc., car fares, maintenance sup- 
plies, etc. 

11. Cable repairs: Repairs on underground and aerial 

cables, electrolysis tests, labor, materials, etc. 

12. Conduit repairs: Repairs on conduits, laterals, pave- 

ments, etc., labor and materials. 

13. Pole line repairs: Repairs on pole lines, straightening", 

guying, moving poles, etc., labor and materials. 

14. Line wire repairs: Repairs to open line wires, remov- 

ing slack, taking down dead wires, etc., labor and 
materials. 

15. Telephone and P. B. X. inspections: Inspection and 

repairs of telephones and apparatus not at central 
offices, including private branch exchange (P. B. 
X.) switchboards, labor and materials. 

16. Out orders, plant changes, etc.: Instruments removed, 

moved, poles moved, etc., labor and materials. 

17. Care of buildings, etc.: Building repairs, repairs of 

tools, janitors' supplies, etc. 

18. Legal: General legal expenses. 

19. Taxes: City, county and state taxes. 

20. Insurance. Fire and accident insurance. 

21. Salaries, stationery, etc.: General executive and cleri- 

cal force, stationery, postage, light, heat arid trav- 
eling. 

22. Uncollected accounts: Charge off account of uncol- 

lected rentals earned. 
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23. Reserve for repairs: Reserve for extraordinary re- 

pairs, emergencies and other charges not directly 
chargeable to routine expense. 

24. Additional to equal M. and M. estimate: Total dif- 

ference between Manufacturers' Company's origi- 
nal estimate and estimate prepared by McMeen & 
Miller for that company, details of which have not 
been placed in our hands. 

25. Compensation to city: Five per cent, of gross receipts 

- as provided in the proposed franchise submitted 
by the Manufacturers' Telephone Company. 

26. Depreciation: Annual amount to be charged off for 

depreciation in value of plant. 

27. Interest: Five per cent, interest on the investment. 

TABLE NO. 3. 

ESTIMATES OF ANNUAL REVENUE. 

Table No. 3 shows the different estimates of the revenues which 
may be expected to be derived from the operation of the plant, if 
constructed as contemplated. 

Our estimate of the revenue that would be earned through the 
operation of the plant has been carefully compiled, basing our judg- 
ment of the proportion of the subscribers who will choose the differ- 
ent classes of service upon the characteristics of the telephone users 
of Chicago as indicated by our information regarding the numbers 
of subscribers in the different classes of service of the Chicago Tele- 
phone Company. The essential difference between our estimate 
and the revised estimate of the Manufacturers' Telephone Company 
is that their estimate is based upon 70,000 business telephones and 
40,000 residence telephones. We believe that the proportion of busi- 
ness to residence telephones will more nearly equal 60,000 business 
and 50,000 residence for the first 110,000 secured, and that after this 
number has been secured and the telephones placed in operation, 
then the residence telephones will increase more rapidly than the 
business telephones. 

The Chicago Telephone Company's estimate of revenue to be 
derived from the Manufacturers' project is given in total only, 
their estimate having been made by applying the Manufacturers' 
proposed rates to their own subscribers in their several classes in 
such a way that the various items could not be easily reduced to 
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the 110,000 telephones proposed to be operated by the Manufactur- 
ers' Telephone Company. 

It will be noted that the estimates made by the Manufacturers* 
Company show a revenue item of $200,000 under the designation of 
"revenue from other sources," and it was explained by Mr. John- 
ston that this revenue would come principally from advertisements 
in their telephone directory. • It was thought best by us, however, 
»n our estimate to reduce the cost of publishing their directory, 
which you will note has been done on Table No. 2, from $300,000 
to $90,000 and to omit this item from their revenues. 

TABLE NO. 4. 

COMPARATIVE SUMMARY OF ESTIMATES. 

Table No. 4 is a comparative summarization of the preceding 
tables showing the various estimates of the final net earning ca- 
pacity of the project. Of the four sets of figures submitted, we be- 
lieve the set computed by us to be the most nearly correct. The 
figures of the Manufacturers' Telephone Company are too optimis- 
tic, while those presented by the Chicago Telephone Company are 
too pessimistic. Reducing the compensation to the city to three 
per cent, would affect our estimate of the net earning capacity of 
the Manufacturers' project quite materially, but even this would 
not enable that company to derive sufficient funds from the proposed 
rates and method of charging to meet reasonable depreciation 
charges and pay interest on the investment, but would still leave 
an annual deficit of approximately $311,000. 

The item of depreciation in our estimate is figured at the rate 
of 6 per cent, on a first cost of $15,106,000, covering plant and build- 
ings; and we have also included a reserve fund of $300,000 per an- 
num for repairs, which would be used for reconstruction of operat- 
ing plant, made necessary by city improvements, etc. This sum of 
$300,000 is practically 2 per cent, of the $15,106,000, giving an ag- 
gregate for the annual contributions to a fund for depreciation, re- 
construction and insurance of 8 per cent, of the cost of the operating 
plant. A detailed study of depreciation and reconstruction is pre- 
sented in the latter part of this report, and the percentage arrived 
at in the computations there exhibited, agrees with the foregoing. 

Our conclusion is that the project as laid out, with the rates and 
classes of service offered, would prove unprofitable and that eventu- 
ally it would be necessary for the Manufacturers' Company to 
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either increase or abandon its flat rates or restrict its service within 
a limited area to subscribers at the higher rates of service. 

If the flat rates proposed by the Manufacturers' Company were 
abandoned and the company should go into operation with only 
the measured rates printed in the proposed franchise of the company, 
it is our opinion that the earnings would then be sufficient to sus- 
tain the operations of the company and pay fair dividends on the 
investment. This however is contrary, as we understand it, to the 
intention of the Manufacturers' Company and we have therefore 
not gone into a farther study of such a plan. Our Chart No. 17, 
compares the average prices per message under the measured rates 
proposed by the Manufacturers' Company with those proposed by 



the Chicago Telephone Company, from which it will be seen that 
the measured rates of the two companies make substantially no 
difference up to a use equaling 2,500 messages per year (which 
is within the range of ordinary users), while for greater use, the 
rates of the Manufacturers' Company fall lower than those of the 
Chicago Telephone Company, and for a use of 10,000 messages per 
year, they are approximately ten per cent. less. This difference is 
made possible by the fact that the conditions in the franchise pro- 
posed by the Manufacturers' Company insures to them a renewal 
of their grant at its expiration or a reasonable payment for the prop- 
erty, whereas the conditions in the franchise proposed by the Chi- 
cago Telephone Company does not contain any such provision. 

Regarding the possibility of constructing such a plant as plan- 
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ned, within a period of two years from the granting of a franchise, 
we report that we have considered this matter carefully, have ad- 
vised with some well known telephone engineers who have been 
engaged with extensive telephone construction work, and have 
come to the conclusion that such a project would be practically im- 
possible of accomplishment. The Manufacturers' Company has 
furnished us with letters from various manufacturers and dealers 
in materials and supplies of the kinds necessary for the construc- 
tion of the plant, each of which states that that particular manu- 
facturer or dealer would be able to supply his share of the material 
or equipment needed within the time specified; but our experience 
with dealers and manufacturers leads us to the conclusion that such 
promises as these are seldom fulfilled, and that when large quan- 
tities of supplies, such as would be necessary for the construction 
of this plant, are required within a comparatively short time, they 
are to be had only by the payment of premiums, and often can not 
be had at all within the time that they are desired. The selection 
^\nd purchase of thirteen building sites together with the prepara- 
tion of building plans, etc., and the construction of buildings it is 
believed would require of itself upwards of eighteen months. The 
matter of securing the necessary amount of skilled labor for the 
construction of the plant as proposed, within the time limit of two 
years, would be very difficult and perhaps impossible. 

We believe that it would require at least four years to construct 
and put into comprehensive operation a telephone system that could 
successfully replace the present service of the Chicago Telephone 
Company. 

II. 

THE RELATIVE ADVANTAGES AND DISADVANTAGES OF FLAT RATES AND MEAS- 
URED RATES FOR TELEPHONE SERVICE. 

In order to give the best possible telephone service, the follow- 
ing features should be maintained at the highest possible standard 
by the company furnishing the service: 

The telephone plant should be engineered and constructed along 
broad lines, and with ample facilities for handling the business and 
taking care of future development. 

There should be provided suitable means for quickly and ac- 
curately connecting and disconnecting subscribers' lines. 

There should also be provided suitable means for accurately 
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signaling the subscriber desired without the knowledge of any other 
subscriber. 

All lines should be free from inductive disturbances, and of 
sufficient carrying capacity to provide for a high standard of trans- 
mission. 

The speech transmitting and receiving devices should be of the 
best quality, and carefully maintained. 

The plant should be well constructed and maintained. 

The number of cut-offs which interrupt communications should 
be reduced to a minimum. 

The number of "busy reports" and other unavailing calls should 
be reduced to a minimum. 

All interference with conversation between subscribers should 
be reduced to a minimum. 

The work required of the subscribers should be reduced to a 
minimum. 

All of the plant employed in providing service should be under 
the control of one corporation or organization. 

The company furnishing the service should provide courteous 
treatment to all of its subscribers, and should promptly and fully 
follow up and satisfactorily adjust all complaints. 

An accurate directory of subscribers' telephone numbers should 
be provided. 

The term flat rate in telephone service ordinarily means the 
manner of charging for service which consists in making a fixed 
charge per year for furnishing the subscriber with a telephone in- 
strument in his place of business or residence, and a suitable line or 
lines and means for connecting, so that he may converse with other 
subscribers at will. This price is a survival of the idea that a tele- 
phone company rents apparatus and telephone lines, and is based 
upon the theory that the cost of providing service for any subscriber 
to a particular class of service will be very nearly equal to the aver- 
age cost in that class of service. The subscriber with this arrange- 
ment is authorized to make as frequent or infrequent use of his tele- 
phone as his requirement or convenience warrants, and all subscrib- 
ers of the same class are presumed to pay the same price. The war- 
rant for this equality in the price charged subscribers who may make 
use of their telephones in widely different degrees, lies only in an as- 
sumption that the expense of the service is almost altogether a mat- 
ter of providing the lines and the apparatus, and that the cost of pro- 
viding each subscriber's service is practically independent of the num- 
ber of times the instrument may be used for communications. 
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By measured rate service is ordinarily meant a service which 
is carried on upon the assumption that the telephone company is 
organized for the purpose of giving telephone service, as distin- 
guished from the renting of instruments and lines. This, in our 
view, is clearly the proper duty of the telephone company, and any 
franchise granted to a telephone company should be drawn from this 
view. The provision of instruments and lines, and the other arti- 
cles of equipment of the telephone company, is made purely for the 
purpose of enabling subscribers to transmit messages between each 
other with the greatest practicable convenience and dispatch. It is 
therefore the transmission of messages which constitutes the duty 
of the telephone company, and the measured rates go upon the as- 
sumption that the telephone company should be paid for the per- 
* formance of this specific duty. 

In connection with the measured rate service it is, of course, 
obvious that the company must furnish its subscribers with suitable 
'0 telephone instruments and lines, and also provide the necessary 

equipment for making connections to complete the intercommunica- 
tions between subscribers, and for this reason it is appropriate for 
a company making measured rate charges, to exact a guarantee 
that there shall be not less than a fixed minimum number of mes- 
sages or that the rate paid for service at each telephone shall not 
fall below a certain reasonable' amount per annum. This amount 
will include the transmission of messages up to an appropriate num- 
ber, over and above which an additional small charge may properly 
be made per message. 

The ideal method of charging for telephone service is obviously 
to charge each customer in proportion to the service he receives 
from the company, and to make the charges of all customers as low 
^ as is consistent with the operation and maintenance of the property, 
and the payment of a fair return on the money invested. When flat 
rates are charged, two classes of customers are ordinarily differen- 
tioted, namely (a) business customers, and (b) residence customers. 
» In each class there may be subdivisions due to the arrangement of 

individual customers on a single line, or two, three, four or more 
customers on a party line, but none of these subdivisions can be 
made except on the basis of differences in the amount of equipment 
required for each customer. It is true that the differentiation be- 
m tween a business customer and a residence customer, which is often- 

times made, is justified on the ground that the residence use of tele- 
phones averages smaller than the business use, but no grading as 
between the different business establishments, or between one resi- 
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dence and another, can be made by that process when flat rates are 
adopted as the method of charging the subscribers. The result of 
this obviously must be, assuming that a company's total receipts are 
sufficient to pay for the cost of operating and maintaining its prop- 
erty and paying interest on the money invested, to give some of the 
customers on the flat rate a great deal more service than others re- 
ceive, so that the smaller users manifestly pay more than their ser- 
vice should require, while the larger users who keep their tele- 
phones constantly busy, receive a service of much greater value and 
expense to the company than is justified by the annual bills which 
they pay. These large consumers under the flat rates also interfere 
with the traffic of the smaller users by keeping their lines so busy 
that the smaller users are unable to conveniently get into conversation 
with the busy lines, thus causing unavailing calls for connections 
which are expensive to the company and annoying to the customers. 

The greatest range of rates that it is possible to make with the 
flat rate arrangement is relatively small, the difference between the 
highest paying flat rate customer and the lowest paying flat rate 
customer being comparatively small, and this tends to retard tele- 
phone development and prevent its general use. 

The measured rate arrangement manifestly makes it possible to 
reduce the price of the telephone to the small user to the smallest 
possible annual charge, that is, to a charge which is just sufficient 
to cover a reasonable interest and depreciation for the portion of 
the plant that must be set aside for the use of that individual user 
(or the average of the users in his particular class), increased by an 
amount which is proportional to the actual number of messages 
transmitted from his telephone in the year. It is only by this ar- 
rangement that large city service may be extended to the small 
business men and the small residence and apartment dwellers who 
may be unwilling to pay more than from eighteen to twenty-four 
dollars per year, and this sort of customers constitutes a remark- 
ably large proportion of the total telephone using population of a 
large city like Chicago. When the measured rates are introduced 
exclusively, and carried to their logical conclusion, it may increase 
the cost of telephone service to the largest business users, but thes? 
users are even then charged no more than the actual service rendered 
to them costs the company, plus an appropriate amount to repre- 
sent interest on the investment; and it is an obvious business prin- 
ciple that each class of service should not only be satisfactory *o 
the users, but should also return its reasonable proportion of re- 
muneration to the company furnishing the service. 
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In the discussion below, we have endeavored to point 
out by the use of charts, some of the features pertaining to the flat 
rate and the measured rate, so as to show the way in which the meas- 
ured rate tends toward the diffusion of telephone service which 
makes it of greater advantage to the people of the city considered 
as a whole, while the flat rate tends toward its contraction. 

Our charts, Nos. 1 and 2, show the growth of population of the 
City of Chicago in the past, and the estimated future growth. Chart 
No. 1 shows by the black dots the population given by the United 
States census at the end of each decade, and the open circles which 
are joined by lines show the population given by the school census 
reports. The full curved line indicates the average curve of growth 
of the city. It will be seen from this chart, that the city population 
has been growing at a tremendous rate during the last decade, and 
that it shows no tendency to hesitate in its growth. Chart No. 2 
, shows the probable future growth of the city, curves A. B. and C 
corresponding with the estimates given by Mr. Bion J. Arnold in his 
report on the traction situation, starting at an assumption of 2,100,- 
000 inhabitants in the year 1902. Curve D shows an estimate of 
future city growth made by City Statistician Grosser, for .our use. 
It starts from the figure of the federal census of 1900. Mr. Arnold's 
average curve (curve B) and Mr. Grosser's curve cross each other 
at the year 1928, and the indication of the curves is that the popula- 
tion of the city will not be far from 5,000,000 inhabitants at that 
time, and that it will probably exceed 5,000,000 inhabitants by as 
much as a quarter of a million by the opening of 1929. Mr. Arnold's 
lowest curve, curve A, indicates a population at the opening of 
1929, of approximately 3,750,000. It may be expected that the popu- 
lation at the opening of 1929 will therefore be as much as 5,250,000, 
and certainly not less than 3,750,000. At the present time (1907), 
the telephone development in the City of Chicago shows between 
five and six telephones for each 100 inhabitants. It is our opinion 
that this development will expand with improved and cheaper ser- 
vice, until there are at least ten telephones for each 100 inhabitants, 
and the telephone development which must be planned to occur be- 
fore the opening of 1929, should be made with a view of providing 
the system with as many as 500,000 telephones and perhaps 600,000 
telephones. Four hundred thousand telephones is too low an esti- 
mate to be reasonable, especially in consideration of the fact that a 
first class and cheapened service is likely to increase the number of 
telephones beyond ten per 100 inhabitants, and may increase the de- 
velopment to a point where as many as fifteen telephones will be 
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introduced to that number of inhabitants. Charts Nos. 12, 13 and 
14 illustrate the way in which the telephone development has here- 
tofore increased as the price of service has fallen. The considera- 
tion of the manner of charging must therefore be made with due 
prevision of the tremendous number of telephones that an operating 
company will be called on to provide within a few years. It is our 
belief that the number of telephones in the City of Chicago should 
exceed 300,000, and perhaps exceed 350,000, when the population of 
the city is about 3,500,000. Within twenty years, as we have 
pointed out, 400,000 is too small an estimate of the number 
that should be in use in the City of Chicago, and the num- 
ber may exceed 500,000. These estimates are founded on the 
presumption that a franchise will be granted to a company with con- 
ditions requiring adequate service over the entire city. 

Our Chart No. 3 shows the way in which the area of the City 
of Chicago has been growing. The area is given in square miles. 
Upon the absorption of territory in April, 1899, the total area with- 
in the city limits, according to the City Statistician, became 190.638 
square miles. From 1837 to 1889, the area of the city had a steady 
increase. In July, 1889, a very large area was added to the city 
and, since that time, the area has been gradually increasing in a 
small degree. From 1889 to 1899, ten years, the area of the city 
had increased practically twenty square miles, which is at the rate 
of two square miles per annum. If farther additions are made 
to the area of the city at the latter rate, by the opening of 1929, the 
area of the city will exceed 225 square miles. That is, it may be 
expected that the telephone service will not only become much 
more widely used within the present city limits, but the city limits 
may be expected to extend somewhat, and thus require additional 
considerations in dealing with the subscribers. 

The growth of the number of telephones in the City of Chicago 
is shown by the Chicago curve on Chart No. 4, to now be going on at a 
rate of nearly 30,000 telephones per year, and the development has 
been going on at an average rate of nearly 20,000 telephones per 
year for five years. During the next five years we believe that the 
growth in the number of telephones will go on at the highest rate 
yet attained and perhaps the rate will increase, provided the service 
can be made sufficiently inexpensive for the smaller users, and the 
quality of the service can be maintained or improved. 

Our Chart No. 5 indicates the way in which the total number of 
calls emanating from the telephones in the Chicago exchange dis- 
trict has increased steadily since 1893. For the purposes of this 
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and following charts, a call is counted each time a subscriber takes 
his telephone receiver from the hook and his signal is answered by 
an operator. With this increase in the number of calls there has 
been a corresponding increase in the cost of handling the traffic, 
and the only way immediately open for reducing the expense is to 
bring about a reduction in the number of calls. As the number of 
telephones increases, the calls will increase at a more rapid rate 
unless every reasonable effort is put forth to prevent useless and 
frivolous calls from the telephones. Of the total number of calls 
each week day, which at present average nearly a million in tlv 
Chicago Telephone exchange district, about one-third of the traffic 
as now handled constitute unavailing calls, that is, calls which ar** 
made by subscribers but prove to be futile efforts and do not ma- 
ture into messages because the line called for is found to be busy or 
the called for subscriber fails to answer or any of the various other 
fertile reasons for the failure of a call to be completed into a message 
Each of these calls means cost for the operations performed. To 
bring about good and cheap telephone service it is necessary to re- 
duce these unavailing calls to the lowest possible number, and es- 
pecially to reduce the frequency with which called for lines are 
found to be busy. Such "busy reports" now constitute in Chicago 
about one-half of the total unavailing calls and are in excessively 
large numbers, averaging about sixteen per cent, of the total num- 
ber of calls, which is in a large degree due to the tremendous us? 
of the telephones under the flat rates now prevailing. It is obvious 
from our examination that the Chicago Telephone service is burd- 
ened by an expensive and undesirable parasite of useless telephone 
calls which must be removed before the service can be made the 
most satisfactory and the price of the service can be reduced to a 
minimum. 

The frivolous and useless messages can be largely cut off by 
making measured rates of service, since even a small charge per 
message becomes a marked deterrent to the needless use of the 
telephone. This is illustrated by the line representing the average 
number of daily calls made from each telephone, shown on our 
Chart No. 5. The number of telephones has been steadily increas- 
ing in Chicago, and the total number of telephone calls per day 
has also been steadily increasing, but the average number of daih r 
calls emanating from the individual telephones began to decrease in 
1899 and has decreased from an average approximating sixteen calls 
per telephone per day to an average approximating nine calls per 
telephone per day. The time that this decrease began is concur- 
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rent with the introduction of measured rates, and during the four 
years while the measured rates were coming into vogue the aver- 
age daily calls per telephone in the city were steadily decreasing 
until they have now reached an apparently fixed value that is de- 
termined to a considerable degree by the remaining flat rate tele- 
phones which involve an overuse of the lines. 

In these charts it will be observed that a point is marked on 
each of the curves for the months of February and August of each 
year, with the exception of the year 1898 during which no records 
were kept by the Chicago Telephone Company. These points were 
fixed by what are called "peg counts," taken on one day in August 
and one day in February to determine the total number of calls 
coming into the exchange. The counts are made by each operator 
keeping a record on some counting device of the aggregate num- 
ber of calls coming to her position during her hours of service, and 
the total numbers thus given are plotted on our Chart No. 5. The 
average daily calls per telephone are derived by dividing the total 
number of calls per day upon each of the dates of the "peg counts" 
by the number of telephones then in use in the city. It will be ob- 
served that the zigzag lines representing total calls per day and 

< 

average daily calls per telephone rise and fall, ordinarily being higher 
in each February than either of the points corresponding to adja- 
cent Augusts. This is because the telephone business in Chicago 
is larger in February than in August, since February is a month of 
great business activity and August is a month during which the 
•business activity is reduced. 

It must be borne in mind that in all these charts giving the to- 
tal calls per day and the total calls per telephone, the data relate 
to "peg count" calls, which include all of the unavailing calls in ad- 
dition to those which have become messages, and that approximately 

ONE-THIRD OF THE DAILY CALLS IN THE ClTY OF CHICAGO ARE UNAVAIL- 
ING, one-half of the unavailing calls being caused by the overuse of lines 
which are reported busy. 

Chart No. 11 shows a record of observations made for the pur- 
pose of learning the relation between the number of times a line 
is used in an hour and the number of times the line is reported 
busy during the hour. By the phrase, "the number of times a line 
is used in an hour," we mean the number of actual messages, out- 
going and incoming, which pass over the line in the hour. Chart 
No. 11 is plotted from data collected by the Chicago Telephone 
Company through a special observer, who kept up a series of care- 
ful observations on several hundred lines. The data observed has 
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been plotted, using the number of messages passing over the line, 
that is, the number of times the line was used in an hour, on the 
horizontal axis and the number of times during the hour the line 
was reported busy on the vertical axis. Each circle laid down on 
the plat represents the averages of a number of observations as 
shown in the table accompanying this chart and the observations 
represent data derived from numerous lines, so that the points may 
be assumed to be fairly accurate in representing the facts. The 
circles represent the average data obtained and we have drawn a 
curved line to represent the average of the positions of the circles. 
It will be observed from this curve on the chart that if a line is 
used eleven times an hour it may be expected to be reported busy 
at least twice during the hour to calling subscribers who desire 
to communicate with that line; but if it is used twenty-one times 
an hour it may be expected to be reported busy not less than ten 
times. This plainly shows that the unavailing calls increase in a 
tremendous ratio as the load on a telephone line increases. 

Our Chart No. 11 is based upon the number of times a line is 
used in an hour, but we will point out here that almost all lines 
that are used in flat rate service, are very much busier during one 
hour of the day than during any other hour of the day; that is, a 
large proportion of the total calls over a telephone line during a 
day are made within certain specific "busy" hours, which makes 
the busy reports much more numerous during certain parts of the 
day than the average number of calls might indicate. 

Chart No. 6 shows the growth since August, 1901, of the dif- 
ferent classes of service in the Chicago exchange district (that is, 
excluding the neighborhood exchange telephones). It will be ob- 
served that during this period ten-party line telephones, which are 
nickel prepayment telephones, and therefore belong in the measured 
rate class, and the other measured rate telephones, have increased 
steadily. The private branch exchange telephones have also in- 
creased, and a considerable portion of these also belong in the 
measured rate classification. The flat rate business and residence 
telephones have not increased in a large degree. We were not able 
to obtain the actual data for the two preceding years, but the meas- 
ured rate service was proportionately increasing during those years, 
it having been first introduced about 1899; and our Chart No. 5 shows 
that during these years' increase of the measured rate service, from 
1899 to 1906, the average number of calls per telephone per day 
has consistently decreased. This has helped to make it possible 
for the Chicago Telephone Company to steadily decrease the aver- 



74 REPORT OF THE COMMITTEE ON 

age charges per telephone within the Chicago exchange district 
That such a decrease has occurred is plainly to be observed from 
our Chart No. 12, which shows two curves, one indicating the aver- 
age number of telephones in use in Chicago during each year from 
1897 to 1906, which is indicated by a rising line from left to right 
as the dates advance, and another curve showing the average rate 
paid per telephone during the y^ear, which is indicated by the fall- 
ing line as the dates advance. The average rate paid in 1897 was 
$123.53, as indicated on the chart, and it has fallen year by year 
since, until it has now become as low as $53,29. The figures on thih 
chart do not include "neighborhood" telephones. 

With continued careful management, improved methods of 
keeping records for the determination of the costs of the different 
classes of service, and a greater extension of the measured rate 
service, we believe that the Chicago Telephone Company, in case 
it should be granted a franchise, can continue this decrease in the 
average yearly rate that the subscribers pay per telephone, until the 
average yearly rate does not exceed forty dollars, or perhaps less, 
and a large proportion of the telephones will be paying not more 
than eighteen dollars per year. On the other hand, our study of 
the problem convinces us that an extension of the flat rate telephone 
service would tend to so greatly increase the useless calls over the 
telephones, and so overload the lines, that the unavailing calls 
would increase tremendously, making the daily calls per telephone 
even larger than they were in 1896, and thus increase the annual 
expense of the service so largely that the average price per tele- 
phone would be given a tendency to rise instead of fall. 

It is a tradition in telephone circles that the service per tele- 
phone costs more as the number of telephones connected with the 
plant increases. As the number of telephones increases, each sub- 
scriber has the opportunity to call upon more people by telephone, 
and the law of averages would indicate that the number of calls per 
day from each telephone should increase, thus making the service 
more expensive to the operating company, provided the service is 
flat rate service and unnecessary use of the telephone is not deter- 
red by a measured rate charge. This condition seems to have 
worked out in practice, according to the statements of telephone 
companies at Cleveland, Indianapolis and elesewhere, and flat rate 
service seems to increase in cost per telephone as the number of 
telephones attached to a system increases. 

On the other hand, a different condition exists in connection 
with measured rate service. With the measured rate service the 
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message is the unit instead of the rental of the instrument; and it 
is the message that the subscriber ought to pay for, because it i* 
for the purpose of sending his messages that he provides himself 
with a telephone. With measured rate service, and a reasonable 
use of the telephone lines, the unavailing calls are reduced to a 
minimum. The number of calls per telephone per day, apparently, 
are not inclined to increase as the system increases in extent. This 
is illustrated in our Charts Nos. 9 and 10. But the total number 
of messages handled increases approximately in proportion to the 
number of telephones. Under these conditions, the ordinary laws 
regulating the difference between the cost of producing: articles in 
large and small quantities comes into play, and the actual cost per 
message ought to steadily decrease. Since it is the messages that 
are paid for under the measured rate system and the actual cost 
per message ought to steadily decrease as the system enlarges, the 
average amount paid by each subscriber will decrease if the sub- 
scribers limit the use of their telephones to their actual needs, and 
the telephone company is well managed. 

The difference thus arising between flat rates and measured 
rates is very marked. The flat rate telephone user tends to increase 
his number of messages as the system enlarges, so that the aver 
age calls per day per telephone may be expected to increase and thfc 
proportion of unavailing calls also to increase. The consequence 
is that the company is forced to handle more calls per telephone as 
the system becomes larger, and the price *p er telephone has to in- 
crease under flat rate charges; while the subscribers limit their use 
of the telephone to their actual needs under measured rates and the 
number of calls per telephone does not have a tendency to in- 
crease as the system increases in size after it has reached a con- 
siderable development such as is now found in the City of Chicago. 
Under these conditions the principle of wholesale production makes 
it possible for the company to reduce its cost of operating per mes- 
sage and thereby reduce the average price charged the telephone 
subscribers. 

The telephone hanging on the wall appeals to the average tele- 
phone subscriber as constituting the total expense to the company 
through the maintenance of the instrument and lines. The main- 
tenance and the interest on the equipment does constitute a 
considerable expense to the company, but a great deal of the expense 
to the company is due to the actual cost of handling each message. 
This expense composes a large proportion of the annual expendi- 
tures of the Chicago Telephone Company. 
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Moreover, the more calls that are made per line, the larger must 
be the switchboards provided by the company for making connec- 
tions for communication between subscribers' lines, since each oper- 
ating employe can only take care of a limited number of calls per 
day, and if the number of calls per telephone increases, each operat- 
ing employe can take care of the requirements of fewer lines. As 
the operating employes are increased, the switchboards must be in- 
creased at large expense to afford additional operators' positions, 
and all of this increases the annual expense for telephone service. 
The deterrent of a small charge per message, varying from a nickel 
downwards depending upon the number of calls used per year, is 
sufficient to overcome much of this difficulty and to reduce the tele- 
phone service to a fairly uniform and business-like basis. 

We think that the Chicago Telephone Company has involved 
itself in considerable unnecessary expense by apparently encourag"- 
ing its subscribers to make calls upon operators for various items 
of information. The record of a count made in November, 190G, 
shows that more than 42,000 requests for the "time of day" were 
made of the operators on that day. The expense of this service 
would go far toward keeping the subscribers who asked the time 
of . day supplied with clocks ; and various other much repeated in- 
quiries apparently aggregate an equal expense. 

In further illustration of the relation of the number of calls 
made per telephone by different users, we have had some additional 
charts made from the data which we have gathered together. 

Chart No. 7 shows the number of flat rate lines and the number 
of measured rate lines in the Chicago exchange district. Tire flat 
rate lines include what are known as commutation trunk lines, 
namely, lines from private branch exchanges which ai*e used for outgo- 
ing messages only; and the measured rate lines do not include the 
ten-party lines, which we have put upon a separate chart (No. 10). 
It will be observed that the number of measured rate lines is rapidly 
increasing compared with the number of flat rate lines. 

Chart No. 8 shows the total numbers of calls per day originat- 
ing from the flat rate telephones and from the measured rate tele- 
phones connected with the lines illustrated in Chart No. 7. 

Chart No. 9 shows the average numbers of daily calls per line 
and per telephone on the flat rate lines and on the measured rate 
lines which are illustrated in Chart No. 7; and this chart indicates* 
the large difference which exists between the two kinds of service 
now current in Chicago, in respect to the number of calls per line 
or per telephone per day. The average number of calls per line oh 
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the flat rate lines is steadily increasing, thus increasing the annual 
expense to the telephone company per line, though the price charged 
to the flat rate subscribers remains independent of the use of the 
telephones. The numbers of calls per line and per telephone on the 
measured rate lines show different characteristics. The number of 
calls per telephone per day is steadily decreasing toward an appa- 
rent minimum limit of approximately six calls per telephone per 
day, thus decreasing the cost to the telephone company and making 
it possible to make marked reductions in the average price per tele- 
phone. 

Chart No. 10 shows the number of ten-party telephones, the 
total number of calls per day originating from these ten-party tele- 
phones, and the average number of calls made daily per telephone. 
This shows that in this service the number" of calls made daily per 
telephone is remarkably low, and the price of this service may prop- 
erly be made correspondingly low. 

There is another feature which relates to the question of rela- 
tive use by flat rate and measured rate users of telephones. It is 
impracticable to connect all telephone subscribers in a great ex- 
change system, such as is found in Chicago, with a single office, 
and it becomes necessary to arrange means for transferring calls 
made by the lines in one office to the called-for subscribers' lines 
in other offices. This is ordinarily denominated "trunking" the calls 
between the offices, and it involves a double expense for operators, 
since one operator is required to receive the call of the subscriber 
at the originating office and another operator is required to com- 
plete.the connection to the called subscriber's line in the second of- 
fice. As the system increases in number of telephones, the propor- 
tion of "trunked" calls is likely to increase. We have illustrated 
this in connection with our Chart No. 15, which shows the way in 
which the "trunked" calls, marked "B" calls on the chart, increase 
as the service extends. This Chart No. 15 shows the daily number 
of "B" calls according to the "peg counts" of February and August 
for a number of years back, and it will be observed that the number 
of "B" calls consistently increased during this period. This chart 
also shows the number of measured rate calls originating from sub- 
scribers' lines and the number of flat rate calls originating from 
subscribers' lines, and it will be observed that the number of flat 
*rate calls has increased year by year at a rate approximately equal 
to the increase of calls from measured rate lines, although our Chart 
No. 7 shows that the number of flat rate lines has not been increas- 
ing as rapidly as the measured rate lines. Chart No. 15 also shows 
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that the rate at which "B" calls or "trunked" calls increase corre- 
sponds more nearly to the rate at which the flat rate calls increase 
in number than to the rate at which the measured rate calls increase 
in number. 

The indications that are afforded by Chart No. 15 are likewise 
afforded by the series of load curves which we have given. A load 
curve is a curve showing the number of calls occurring within a 
telephone exchange during each hour of the day. We have plotted 
the load curves for the "peg count" taken on August 3, 1906, in all 
the telephone exchange offices of the city, giving separate curves 
representing the measured rate calls, the flat rate calls, and the in- 
coming trunked or "B" calls for each exchange. We have also 
given a line showing the sum of the measured rate and flat rate calls 
for each exchange on that day. We include a number of typical 
load curves with this report. The Chicago Telephone Company 
makes a "peg count," as heretofore indicated, once a month, and we 
have given the load curves for the "peg count" for one month, taken 
at random. 

Load Curve No. 9 gives the sum of the calls obtained from the 
several exchange offices in the Chicago exchange district. The curves 
are shown as the total number of calls originating on all the sub- 
scribers' lines (marked "A" calls) on August 3rd, 1906, during each 
hour of the day, the total number of measured rate calls during each 
hour of the day, the total number of flat rate calls during each hour 
of the day, and the total number of "trunked" or "B" calls coming 
in to all of the exchange offices during each hour of the day. A 
point on each of these curves indicates the number of calls of the 
particular class during the corresponding hour of the day. The in- 
dication of "B" calls on the load curves for the several separate ex- 
change offices, does not afford any means of telling from what sort 
of a line the original calls emanated, because records of the trunked 
calls are only made at the receiving office, while the sending office 
(where the "B" call is not recorded) is the only one which could de- 
termine from what sort of a line a trunked call emanates. But the 
total load curve makes it possible to compare the total trunked 
calls with the total flat rate and the total message rate calls, and 
it will be observed that the number of trunked calls corresponds 
closely to the number of flat rate calls. This is probably an indi- 
cation that the greater proportion of the trunked calls come from 
the flat rate lines, and that these lines are consequently causing 
more than a proportional share of the double expense of the trunked 
calls. We have studied this question from the records of the Chi- 
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cago Telephone Company extending back over the period since the 
introduction of message rates in Chicago, and in each year find a 
similar indication, namely, that the trunked calls correspond more 
closely to the flat rate calls, and that the flat rate lines apparently 
therefore should be properly charged with the larger proportion of 
the expense of the trunking service and maintaining the trunking* 
plant. 

In passing, we will call attention to the complexity of the ser- 
vice indicated by these load curves. It will be noticed that the load 
curve for Harrison exchange, which is in the business portion of 
the city, and is typical of the load curves at Main, Central and Har- 
rison exchanges, shows extended peaks of traffic; that is, it shows a 
very large number of calls at a particular hour, about eleven o'clock 
in the morning, and that business falls off rapidly on either side of 
the peak. There is another peak in the afternoon in each of these 
exchanges. In the exchanges like Wentworth, Hyde Park, Douglas 
and Lake View, there comes a relatively high peak between seven 
and nine o'clock in the evening, apparently due to the demands of 
social intercourse between the families of subscribers. 

These great variations in the hourly use of the telephone in- 
crease, in a marked degree, the cost per message for operating, be- 
cause the telephone company must always have sufficient operators 
on hand to meet the requirements of the hour, and must have a suf- 
ficiently large switchboard to enable it to handle all the calls which 
arrive at the busiest hour. Even with the best arranged schedule 
for the operators' work, it is impracticable to arrange for opera- 
tors to be on hand for only one or two hours in the morning and one 
or two hours in the afternoon, but the operators must be put at 
work for a considerable number of hours at a time, so that the ir- 
regularities of the load curves which run up into high peaks increase 
the cost of operating on account of increasing the average number of 
operators that must be kept on duty in proportion to the total number 
of calls per day, and also increase the cost for interest and maintenance 
on account of the extra switchboard positions required to enable 
these | extra operators to perform their work. 

"KT scrutiny of the load curves of the various exchange offices, 
and especially of the business offices, indicates that the greatest 
proportion of the peak of the load in each exchange office comes 
from the flat rate users, and that the measured rate curve is more 
uniform over the period of the day. This absence of peak makes 
it possible to perform the telephone service more economically, and 
the present measured rate users are therefore less expensive users 
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to whom to supply service. A measure of the expense of the oper- 
ating is to some degree indicated by the ratio of the maximum 
number of calls in the busy hour to the total number of calls per 
day in the exchange. This ratio is larger for the flat rate calls 
than for the measured rate calls in the Chicago exchange district. 
As shown by the twelve "peg counts" for 1906, the average ratio 
for the total number of originating calls is .1072, the ratio for the 
flat rate calls is .1185, and the ratio for all measured rate calls, in- 
cluding tenrparty lines, is .0991, which indicates that the cost of 
operating for the measured rate calls is less than the cost of operat- 
ing for the flat rate calls. Other peg counts show similar results. 

Service inspection tests from the New York City exchanges, 
which are operated almost entirely on the measured service basis, 
show that the proportion of unavailing calls there is only about 
one-sixth of the total calls, and that the proportion of calls receiv- 
ing busy reports is one-twelfth of the total calls. A comparison of 
peg counts for these two exchange systems indicates that the ex- 
pense for traffic employes per station is lower in New York than in 
Chicago, and we conclude that this difference must be due to the 
measured rate method of charging for service. 

We have pointed out earlier, certain cogent reasons why the 
line of the average flat rate subscriber costs the telephone company, 
as a rule, more than the line of the average measured rate subscri- 
ber, largely on account of the overloading of the lines and the in- 
crease of the unavailing calls by the flat rate subscribers' use; and 
the foregoing study of the load curves indicates farther that the 
way in which the calls become distributed in the system makes it 
possible for the telephone company to arrange its operating force 
more economically to take care of its present measured rate ser- 
vice, and therefore actually enables the telephone company to make 
the cost of operating less per individual call of the measured rate 
service than it can for the flat rate service. 

On the flat rate basis the telephone subscriber who makes calls 
over his telephone line twenty or more times per day (perhaps even 
fifty or one hundred or more times) pays the same price as the sub- 
scriber who uses his telephone only eight or ten times a day, and 
the flat rate being an average rate which enables the telephone 
company to come out at the end of the year with its expenses all 
paid and a balance to pay interest on its investment, it is obvious 
that the small user pays more for his telephone than his use makes 
necessary and the largest user pays less for his telephone than his 
service probably costs the operating company. This is so mani- 
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festly unfair that there can be no justification in maintaining a 
strictly flat rate telephone charge in large cities, with the present 
known methods of operating. Such charges for telephone service 
are as unjust as similar charges would be if made for electric light 
or gas. It will be recognized as absurd to suggest that a gas com- 
pany should charge a fixed rate per year for each gas burner in a 
place of business, regardless of the number of hours that the place 
of business is open. The differences between the amount of gas 
used per burner in a store that closes at 5:30 p. m., and in a saloon 
which closes at midnight, or between an office which is on an upper 
floor of some well appointed and well lighted office building and a 
shipping room which is in the basement' of the same building, arc 
so great that it is manifest that this flat rate method of charging 
would exercise the utmost injustice between customers — affording 
a long hour user a large amount of gas at a price which might noc 
pay the company for the expense of the manufacture thereof, while 
the short hour user, paying the same price per burner, would be 
paying an extremely excessive price per cubic foot for the gas in 
order that the losses entailed by the long hour user should be re- 
couped to the company. This method of charging was in vogue by 
electric light companies in the earlier days of electric lighting, be- 
fore electric meters were reasonably perfected. It was then usual 
to charge business houses a fixed rate per incandescent lamp in- 
stalled and connected to the lines, and residences a different and 
smaller rate per incandescent lamp installed, the assumption being 
that the residence would use the lights for fewer hours per day. 
This method of charging brought many electric light companies to the 
verge of bankruptcy, and as long as it was in vogue electric lighting 
remained a luxury. With the advent of charges for actual consump- 
tion (that is, measured rates), electric light came within the reach 
of the greater proportion of people who now use it, and the expan- 
sion of the electric lighting service was brought to a reasonable 
mark. 

The meter question is one which creates some difficulty in the 
telephone field. Nickel prepayment telephone boxes provide for U 
large number of users. There are now in use in Chicago over 68,- 
000 nickel prepayment telephones, and the number is apparently 
steadily increasing. In New York City the measured rate lines are 
individually equipped with meters in the exchange offices, and the 
Chicago Telephone Company has developed a meter which makes 
it impossible to register more than a single unit for each message 
over the line. We believe that this meter used in connection with 
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the measured service lines that are not equipped with prepayment 
boxes will prove accurate and satisfactory, in case the City Council 
grants the Chicago Telephone Company a franchise. This meter 
is arranged in such a manner that no record can be made until the 
connection with the subscriber's line has been set up in the manner 
required for making a communication. Thereupon the operator by 
pushing a button may cause the meter to register one unit, and 
however many times the button may be pushed thereafter, through 
oversight or malice of the operator, no additional messages will 
register on the meter until the connection has been taken down 
after the completion of the message and a new connection has been 
made, as upon receiving another call from the subscriber. This 
guards against an excess number of calls being registered against 
any subscriber through oversight on the part of the operator. We 
see no reason why this meter arrangement should not prove com- 
mercially accurate and satisfactory, and we recommend its adop- 
tion for the instances of metered lines in case the Chicago Tele- 
phone Company should be granted a franchise. 

We have allotted a great deal of time to the study of this ques- 
tion of rates, and are convinced that the general use of measured 
rates results in improvement in the service by the reduction of un- 
availing calls and also results in the reduction of the average cost 
to the consumers through the elimination of useless calls from the 
various stations, and makes it possible to place the lowest rate for 
the least expensive service within the means of the largest possible 
number of people. We are also convinced that the general adop- 
tion of measured rate service will bring about a more uniform rate 
of calling during the day, which will make it possible to ultimately 
reduce the price per message, thus bringing about a further reduc- 
tion in the average cost of telephone service and especially a re- 
duction to the large class of users which subscribe for telephones of 
the lowest cost. 

A partial application of flat rates is practicable in connection 
with business telephones which have sufficient service to make it 
worth while to set aside a special line or lines for outgoing calls 
only, since such lines do not interfere with the convenience of 
others, and do not cause a piling up of unavailing calls, because 
their busy state in no wise affects calls coming from other lines. 
Such flat rate outgoing service lines must in each instance be ac- 
companied by a sufficient number of incoming lines, to be furnished 
at a relatively small rental. A partial application of flat rate ser- 
vice may also be applied in connection with residence telephones 
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and with neighborhood exchange telephones, and is here justified 
because the restricted character or restricted circle of use makes 
the average calling rate per telephone relatively small and approxi- 
mately equal for all users of the same class. In connection with 
residences this use of flat rates in a large city has some serious dis- 
advantages, but its advantages probably overcome the disadvantages. 
We gave some consideration to the telephone rates and grades 
of service in foreign countries, but found no basis for useful com- 
parisons. The London telephone system is the only one comparable 
in size with the service given in Chicago, and it has only recently 
been brought to comparable magnitude. The measured rate seems 
to be there preferred by the engineers. The service in Paris and 
Berlin is notably bad and the numbers of telephones are few. In 
some of the smaller foreign cities the service is apparently good, 
but good foreign service does not partake of the speed and accuracy 
demanded by American telephone subscribers. The slower speeds 
reduce costs; zone charges are commonly used, and the wages of 
employes are lower; and it is impossible to make an intelligent 
analytical comparison of the foreign with American rates. 

in. 

THE APPLICATION OF THE CHICAGO TELEPHONE COMPANY. 

The application made by the Chicago Telephone Company dif- 
fers from the application of the Manufacturers' Company in consist- 
ing essentially of an application for a renewal or extension of fran- 
chise for twenty years, by a company now in the position of operat- 
ing an extensive telephone plant in the City of Chicago. We have 
directed our attention very fully to the reasonableness of the pro- 
visions in the franchise asked for by this company, and especially 
those provisions that relate to the proposed schedule of rates, the 
regulation of rates by the City Council, and compensation to the 
city. 

We have also inspected the plant of the Chicago Telephone 
Company as far as the time afforded us would warrant, and have 
given considerable attention to their methods of operating. 

The book value of the entire fixed plant, including real estate 
and buildings, of the Chicago Telephone Company on December 
31, 1905, aggregated, according to the report of the City Auditor, 
$15,827,033.42. The company's construction account for the year 
1906, to be added thereto, amounted to $3,343,673.88 according to 
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the statement of the company's auditor. The City Auditor has ex- 
amined these expenditures and traced the charges, and has found 
that they are properly posted and agree with the statement submit- 
ted. Our examination of the plant leads us to believe that the fig- 
ures are correct. 

Subtracting $700,000, which was written off by the company 
for depreciation for the year 1906, makes a total book value for -fixed 
plant, including real estate and buildings, at the opening of 1907 of 
$18,470,707.30. This is the valuation shown on the books of the com- 
pany for the entire system, which gives service to 170,834 telephones 
inside and outside of the limits of the City of Chicago, of which 131,- 
747 (on January 1, 1907) are within the limits of the city. The 
plant includes an extensive development of interurban lines, which 
lead between the various cities and villages in a district surround- 
ing Chicago that is shown in our Map No. 3. This district extends 
northward to the Wisconsin state line, westward about forty-five 
miles from the Chicago city limits,' and southeastward into the State 
of Indiana. 

Within the limits of the City of Chicago the company has in 
operation a large number of closely interconnected exchange offices 
of which the company's records show that the largest (called Cen- 
tral office) gives (on January 1, 1907), service to 6,268 subscribers' 
lines with 14,274 connected telephones, while the smallest, which 
is a neighborhood exchange and is called Mont Clare, gives (on 
January 1, 1907), service to nine subscribers' lines with 24 tele- 
phones connected. Our Map No. 1 shows the locations of these 
various exchanges and the outlines of the several districts particu- 
larly served by each. In various instances several exchange desig- 
nations are included in one exchange office. This makes it possible 
to limit each switchboard on which the talking connections of sub- 
scribers' lines are made to a size that comes within the reasonable 
reach of the young women operators and to confine the subscribers* 
numbers to not exceeding four numerals, thereby aiding in main- 
taining the speed and accuracy of operating. 

An instance of this introduction of more than one exchange 
designation into a single building is found at the exchange office 
located at 100 Washington street, which is called Central, and which 
has become crowded, and is now being extended by the installa- 
tion in an adjoining building erected by the Chicago Telephone 
Company of an additional complete unit of switchboards and wire 
frames. The latter switchboard will be designated as the Randolph 
exchange, though it is substantially one with the Central switch- 
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board. The necessary extra expense required fcfr this complete 
additional equipment is justified in order to bring the service up 
to a proper degree of efficiency. 

Also, in other exchange offices different designations are used 
to indicate whether the lines are arranged for connection with one, 
two, four or ten telephones, the different designations being intro- 
duced particularly for the purpose of giving the operators informa- 
tion which is necessary to the most rapid and accurate handling 
of the talking connections. For instance, in the North exchange 
office, one-party direct and two-party lines are designated as North 
exchange, four-party lines are designated as Dearborn exchange, 
and ten-party lines are designated by the exchange designations 
Black and White, thus making four separate exchange designations 
for the lines entering the North office. 

Each of the important offices of the company affords such illus- 
trations of processes intended for improving or maintaining the ser- 
vice at a high quality. Our examination and observation of the ser- 
vice given to its subscribers by the Chicago Telephone Company 
shows that it is of good quality in comparison with the service of 
other great cities. 

Much attention is given by the company to the selection and 
instruction of applicants for operators' positions, and they are con- 
stantly supervised after they are placed on duty. The accompany- 
ing Photograph No. 1, which shows a part of the Central exchange 
office and force on regular duty during the afternoon of a weekday, 
illustrates the manner in which the supervision of operators is provided 
for. The young women seated in a row at the left hand are operators 
in position at the switchboard for making talking connections be- 
tween the lines of subscribers. Whenever a call comes in from a 
subscriber, a small signal lamp lights in front of one of the opera- 
tors. She thereupon places herself in communication with the calling 
subscriber, learns his wishes, and executes them by making suitable 
connections to enable him to get into communication with the desired 
person. The women who are to be seen standing in the photo- 
graph, are supervisors, each of whom has the duty of watching the 
performance of several operators, directing them or assisting them 
as may be needed. Each supervisor is provided with apparatus so 
that she can get into communication with any calling subscriber 
for the purpose of quickly adjusting any mistakes or misunderstand- 
ings which may arise through errors or haste of either subscriber 
or operator. 

Photographs Nos. 2 and 3 show a portion of the rear of the 
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same switchboard, and illustrate the complexity of the apparatus 
and wiring that is necessary for use in telephone service. 

When considered from the standpoint of ideally perfect ser- 
vice, there are various directions in which improvement may be and 
should be effected in the service of the Chicago Telephone Com- 
pany. At times the service seems to be unnecessarily slow, and too 
many operators' mistakes which result in connecting a calling sub- 
scriber with the wrong number, disconnections of talking sub- 
scribers, etc., are made. Other faults, considered from the stand- 
point of ideal service, seem to reside in the difficulty of operators 
in receiving the directions of calling subscribers, and the indistinct 
manner in which the operators often answer calls. The latter faults . 
may be due either to insufficient training of the operators, or to 
imperfections in the speech transmitting and receiving apparatus. The 
other faults of the operators, in our opinion, can be reduced by more 
effective methods of making and recording the results of inspec- 
tions of the operators' work. Permanent records of the details of 
each operator's work, as shown by frequent inspections, ought to be 
given a place of greater importance, and these records ought to be 
under the constant scrutiny of a vigilant traffic manager who is re- 
sponsible for the employment of the operating force. 

The complaints of the business methods and service of the Chi- 
cago Telephone Company which have come to our attention from 
various sources, including the transcript of the proceedings of your 
committee, lead us to the opinion that too much time is allowed by 
the Chicago Telephone Company to elapse between the dates sub- 
scribers' orders are given for telephones and the dates when the tele- 
phones are installed, and, also, too much time is lost or inconveni- 
ence caused the subscribers in the work of correcting faults of appa- 
ratus and lines. The company apparently does not properly follow up 
complaints or keep a proper permanent record of these matters.In our 
opinion it is essential to the maintenance of perfect service that full 
permanent records shall be kept of all instances of defects arising 
in apparatus and lines, and the length of time elapsing before each de- 
fect is removed, and that such records shall be constantly before a 
competent superintendent of maintenance and his superior officers. 
Such records are a part of those which would come under the su- 
pervision of the City Comptroller in the form of ordinance outlined 
by Mr. Hoyne. 

In case a franchise is granted to the Chicago Telephone Com- 
pany, or any other company, by the Honorable Mayor and City 
Council, under terms corresponding to the ordinance outlined by 
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Mr. Maclay Hoyne, in which we herein concur, the most important 
sources of faulty service that now exist will be removed. At the 
present time the service of the company is overwhelmed by a tre- 
mendous number of unavailing calls, that is, calls from the sub- 
scribers which never become completed messages on account of the 
called lines being busy, or through some similar contingency. As 
pointed out in our discussion of measured rates versus flat rates, 
these unavailing calls can be greatly reduced by the general intro- 
duction of measured rates; and the extinction of the ten-party lines 
with their common nuisance of mutual interference, to which a 
large portion of ten-party subscribers are subject, will aid in the 
same direction. The ten-party line traffic is particularly disturbing 
to the service because it is inevitably slow and subject to error. 
Under the present method of operation, it has been found that, on 
an average, it requires approximately 44 seconds for a subscriber 
to one of the higher grades of service to get communication with a 
ten-party line subscriber, and only 26 seconds to get communication • 
with a subscriber in his own grade. 

In the foregoing enumeration of the book value of the property 
of the company, it is pointed out that the value there given relates 
to the whole property of the company. The proportion of the book 
value on January 1, 1907, that pertains to property of the company 
within the limits of the City of Chicago, is estimated by the engi- 
neering department of the company to be $14,240,728.41 for fixed 
plant, real estate and buildings. The time which has been afforded 
us has been too short for us to undertake the appraisal of the prop- 
erty and verification of this estimate, as that would occupy addi- 
tional weeks of time; but our inspections of the plant, as far as we 
have been able to make them, indicate that the actual value of the 
plant, real estate and buildings, within the City of Chicago, aggre- 
gates fully the figure given. In fact, the figure given seems to us 
an under-valuation of the plant, which was built largely during the 
times of low prices, and that an equally effective plant could not be 
built to-day for that figure, or, indeed, for less than 25 to 35 per cent, 
more. 

The company also owns extensive outfits of construction ma- 
terial on hand, tools, teams, furniture and fixtures, which the books 
of the company at the opening of 1907 valued at $602,148.30. We 
have not had an opportunity to verify this figure, but our inspection 
indicates that probably half of the amount pertains to the business 
within the city. 

The application of the Chicago Telephone Company is com- 
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plicated by the license contract which the company has with the 
American Bell Telephone Company, and also the contract with the 
Western Electric Company whereby the latter company acts as 
purchasing agent for the Chicago Telephone Company. We have 
therefore given extended consideration to these two points. 

The contract with the American Bell Telephone Company ex- 
tends back to the early days of the Chicago Telephone Company's 
existence, and was originally drawn to cover various business re- 
lations based on the exclusive license of the Chicago Telephone 
Company to operate within its territory under the fundamental Bell 
and other telephone patents. The contract originally included roy- 
alty charges at a figure which would be extremely high to-day, but 
these have been gradually reduced. The earlier patents have been 
expiring from time to time, and the contract has been correspond- 
ingly modified. The American Bell Telephone Company continues 
to furnish and maintain the telephone transmitters (with accom- 
panying induction coils) and receivers used by the Chicago Tele- 
phone Company, and to perform other services besides licensing 
the latter company to operate under existing patents, and the pay- 
ment for these services and the license is being made by the Chi- 
cago Telephone Company at the rate of 4}4 per cent, of its gross 
receipts. The amount paid during the year 1906 aggregated $351,- 
860.68 for the entire territory of the Chicago Telephone Company, 
according to the statement of the company's auditor, of which $282,- 
246.32 was paid on account of the business within the City of Chi- 
cago. 

The Chicago Telephone Company reports that it had in use 
and in stock during the year 1906, an average of nearly 195,000 tele- 
phone sets in its entire area, and we estimate that over 150,000 of 
these were on account of the Chicago business. These telephone 
sets, each comprising a transmitter, receiver and induction coil, are 
worth approximately three dollars per set, and are furnished and 
partially maintained free to the Chicago Telephone Company by the 
American Bell Telephone Company, under its contract. The de- 
preciation on these is large, and it is generally considered that the 
average life does not exceed a period of between six and ten years, 
so that the depreciation allowed should be between ten and sixteen 
per cent. A maintenance figure of three and one-half per cent, per 
year is small for the part of the American Bell Telephone Company. 
Interest, insurance and taxes will probably cost eight and one-half 
per cent. more. Taking an average rate of twelve per cent, for de- 
preciation, making due allowance for the scrap value, and allowing 
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eight and one-half per cent, for interest, insurance and 
taxes (of which two and one-half per cent, is allowed for the latter 
two items), and three and one-half per cent for maintenance, makes 
a total annual item of cost to the American Bell Telephone Com- 
pany for furnishing these pieces of apparatus to the Chicago Tele- 
phone Company that amounts to twenty-four per cent, of their first 
value of three dollars per set. As the Chicago Telephone Com- 
pany, in the Chicago business* has now (January 1, 1907) more than 
131,000 telephones in actual use, we assume that our estimate of an 
average of 150,000 complete telephone sets in use and in stock dur- 
ing 1906, is approximately correct, though we have not had time to 
verify this figure. At three dollars per set, the total value of these 
150,000 sets is $450,000.00, and twenty-four per cent, of this amount 
is $108,000.00, which is a fair payment to the American Bell Tele- 
phone Company for furnishing these instruments. This leaves a 
balance of approximately $174,000.00 in the license account. 

The Chicago Telephone Company urges that they get the value 
of this sum through the engineering work which' is done' for them 
by the American Bell Telephone Company and the American Tele- 
phone and Telegraph Company, which is an offshoot of the Ameri- 
can Bell Telephone Company, and also through the associations 
with the other great Bell telephone operating companies, and especi- 
ally the companies at New York, Boston and Philadelphia, from whom 
they are at liberty to ask for information through their Bell Tele- 
phone Company relations. The company's engineers report that 
they receive working specifications for switchboard installations, 
line and conduit work, pole line construction, cable construction, 
building materials, etc., etc., of which several hundred specifica- 
tions are now on file, and others are being furnished from time to 
time; and bulletins are supplied, treating of engineering practice 
and operating methods which summarize the experience and prac- 
tice of the various large Bell telephone companies. Special studies 
of the best methods of operating are carried on whenever the occa- 
sion arises, by the engineers of the American Bell Telephone Com* 
pany, and that company maintains a well equipped laboratory in 
Boston, wherein tests and investigations are carried on for the 
benefit of the local companies. All of which service is rendered 
without direct expense to the Chicago Telephone Company, and 
paid for through this so-called royalty account. 

It is also urged that a portion of this payment is justified on 
account of the exclusive license to use, in Chicago, apparatus com- 
ing within the patents of the American Bell Telephone Company and 
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its offshoots. The most important of such patents which are now 
in force is probably the Pupin patent for improving telephonic 
transmission by the use of what are called "loading coils," and we 
believe that this is of material financial value to the Chicago Tele- 
phone Company by enabling that company to reduce the cost of the* 
copper wire in its cables and especially in its trunk conductors which 
lead from each exchange to the other exchanges. 

In our opinion the advantages derived from this contract by 
the Chicago Telephone Company are worth a very considerable 
sum of money. We are not prepared to make an exact estimate of 
its value without time for additional investigation. 

Under the terms of the contract, the company is permitted to 
carry on hand, without extra charge, an additional number of 
telephone instruments equal to three per cent, of the total number 
of instruments in service, but all additional telephones carried in 
stock in excess of the three per cent, must be paid for at the rate of 
81 cents per set per year. The company's business is growing at 
the rate of over 20,000 telephones per year, and the three per cent, 
does not permit it to keep on hand enough instruments to carry 
on the business without paying royalties on telephones from, which 
no revenue is received. This rate of growth and the other exigen- 
cies of the business require the company to keep on hand addi- 
tional instruments equaling in number about ten per cent, of the 
number of instruments in use, and we believe that these should be 
supplied under the contract without the extra charge. 

Consideration of the contract with the Western Electric Com- 
pany is a delicate question, because we understand that the Ameri- 
can Bell Telephone Company owns a controlling interest in both 
the Chicago Telephone Company and the Western Electric Com- 
pany. We have therefore scrutinized the contract between the Chi- 
cago Telephone Company and the Western Electric Company with 
much care. This is a contract which makes the Western Electric 
Company the purchasing agent for the Chicago Telephone Conl- 
pany under certain conditions which seem to us to be reasonable 
and to the advantage of the Chicago Telephone Company. The 
Western Electric Company is a large manufacturer of electrical ap- 
paratus, and therefore a large user for itself of copper wire and of 
other materials needed by the Chicago Telephone Company, which 
makes it a purchaser that is able to gain the best market prices for 
large purchases. 

The Western Electric Company is also the purchasing agent 
of other Bell telephone operating companies, which farther im- 
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proves it opportunity for purchasing at low figures. The contract 
between the Chicago Telephone Company and the Western Elec- 
tric Company may be terminated by either party upon three months' 
notice given in writing. The telephone company is privileged to 
purchase of other parties any materials that can be purchased for 
less money direct than through the Western Electric Company. 
The Western Electric Company is under obligation to sell any of 
its manufactured products to the telephone company for not ex- 
ceeding the price at which similar products could be bought else- 
where, and at a price not exceeding that at which it sells to any 
other purchaser. The Western Electric Company receives two per 
cent, commission for handling the general supplies furnished to 
the telephone company which the Western Electric Company does 
not manufacture, but this commission is only paid to it on condi- 
tion that the total price to the Chicago Telephone Company, with 
the two per cent, commission added, shall not exceed the price the 
telephone company would pay if it purchased its supplies at the 
most favorable figures in the open market. The telephone company 
has the privilege of buying a special list of apparatus and supplies 
anywhere at its pleasure; and this list of apparatus and supplies may 
be changed by adding thereto or deducting therefrom at the pleas- 
ure of the telephone company. 

This contract appears to us favorable to the telephone com- 
pany, and it is in such form that it gives the telephone company 
the privilege of purchasing in the lowest market in case the West- 
ern Electric Company fails to meet the prices of other vendors. 

It is our opinion that the aforesaid two contracts which the 
Chicago Telephone Company has heretofore made respectively with 
the American Bell Telephone Company and with the Western Elec- 
tric Company are not harmful, but enable the Chicago Telephone 
Company to improve its service and purchase its supplies at a les? 
expense than it otherwise could. 

In the report of the City Auditor on audit of Chicago Tele 
phone Company's books for the year 1905, there are in exhibit "K* 
certain items which caused some question in the meetings of the 
Committee; these are as follows: 

1. "Thirty-five items of expenditures charged to 'Operating 
and Maintenance/ questioned by the auditors, for which the Tele- 
phone Company refused to furnish any data supporting same, total 
$269,884.66." 

We understand that these items have since been audited and 
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classified by the City Auditor and made the subject of a supplemen- 
tal report to your Committee. 

2. "Reserve for 'Insurance,' set up from one year's profits, 
$150,000." 

This seems to be a reasonable appropriation for starting an 
insurance fund for the purpose of enabling the company to carry 
its own insurance on its switchboards and other parts of the plant 
which fire insurance companies refuse to underwrite at reasonable 
rates. A smaller amount should be set aside in succeeding years 
after the fund is properly established. We have covered the ob- 
ject of this reserve as one of the purposes of a depreciation and in- 
surance fund which is described later in this report, and which, if 
adopted, will take the place of this and other reserves in the affairs 
of whatever company is granted a franchise. 

3. "Exchange Royalty or Rentals paid American Bell Tele- 
phone Company for rental of parts of phones $305,000." 

This item we have treated above. 

4. "Reserve for litigation set up from profits of 1905, $275,000." 
The Chicago Telephone Company has been involved in expen- 
sive 'litigation since 1901, regarding the validity of their charge of 
$175.00 per year for metallic circuit telephone service, and since 
January, 1905, regarding the amount of compensation which should 
be paid to the city under the terms of their present franchise. The 
questions involved in both these cases were decided unfavorably to 
the company in February, 1906, and since that time the company 
has paid to the city $260,000 on account of back compensation due. 
In addition to this payment to the city, the company's auditor ad- 
vises us that during the year 1906 they refunded to subscribers $85,- 
129.33, the same being the amount due them on account of over- 
charges collected for metallic circuit service. The amount of this 
payment we have not verified. 

The appropriate amount to have been set aside for this fund 
during 1905, and charged against the earnings of that year, should 
have been the amount which the city was entitled to as compensa- 
tion on business done in annexed territory plus the total amount 
which the company collected in excess of $125.00 from each metallic 
circuit subscriber, and which it was not entitled to and later had to 
refund. A determination of this amount is more a question of audit- 
ing than a technical one, and, as it is wholly a matter in the past, 
we have not considered it our duty to make a further examination 
into it without receiving specific instructions from your Committee. 

We have carefully scrutinized the proposed franchise of the 
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Chicago Telephone Company as printed in a pamphlet which was 
prepared for distribution through your Committee, and we have 
conferred with Mr. Maclay Hoyne, Special Counsel of the Commit- 
tee, in regard to the same. 

Section 2 of the proposed franchise as printed does not appear 
to us to be satisfactory, and should be altered to afford the City 
Comptroller the right to examine all original papers, vouchers and 
items of earnings and receipts, in addition to the ultimate records 
and books of account, and it should require the company to keep 
one set of records and books of account for its business done in the 
City of Chicago and another set for its business done outside there- 
of. The City Comptroller should have access to both of these sets 
of books, records, vouchers and other original papers. The rec- 
ords and accounts of the company relating to traffic and business 
done inside the city should be required to be kept in a manner sat- 
isfactory to the Comptroller. The latter requirement is for the pur- 
pose of insuring that the records and accounts shall be kept in a 
manner to afford data for determining the relative costs of the dif- 
ferent classes of service, with the object of bringing about an im- 
proved classification of service and to give the City ' Council 
suitable information for consideration in connection with their privi- 
lege of regulating rates. 

This section should also be made specific in showing what is 
to be comprised within the gross receipts upon which the city's 
compensation of three per cent, is to be paid. We understand that 
your Committee^ has decided as a matter of policy that the compen- 
sation shall be paid not only on the receipts collected for local mes- 
sages and equipment within the city, but also such money as is 
paid to the Chicago Telephone Company by the long-distance com- 
pany (The American Telephone and Telegraph Company) for mes- 
sages delivered to the said company's lines for long-distance trans- 
mission, and all receipts for other toll messages. Mr. Hoyne has 
modified the section with this in view. 

The contract with the American Telephone and Telegraph 
Company gives the Chicago Telephone Company twelve cents for 
' each outgoing message as. a commission for handling both outgoing 
and incoming messages, no specific payment being made on incom- 
ing messages. This seems like a fair remuneration for the service, 
and is similar in amount to the commissions for such service paid 
elsewhere in Bell and Independent circles. At the most,^it aggre- 
gates less than one per cent, of the total income derived by the com- 
pany from its city business. 
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The last item mentioned above, namely, the toll business from 
Chicago to points outside of the city limits done by the Chicago 
Telephone Company over its own lines or its own lines in associa- 
tion with those of the Central Union Telephone Company in Illi- 
nois and Indiana and the Wisconsin Telephone Company in Wis- 
consin, amounts to a much larger sum. During December, 1906, 
there were 112,775 outgoing messages handled in this service solely 
over lines of the Chicago Telephone Company, bringing a revenue 
of $23,370.95 for the month, according to the books of the company ; 
besides which there were 7,495 messages from Chicago to points in 
the Central Union territory, affording total receipts of $3,823.20, of 
which $2,677,22 belongs in the gross receipts of the Chicago Tele- 
phone Company, and there were 2,889 messages from Chicago to 
points in the Wisconsin Telephone Company's territory, bringing 
the total sum of $1,183.80, of which $1,072.23 belongs in the gross 
receipts of the Chicago Telephone Company. This gives a gross 
revenue to the Chicago Telephone Company from the aforesaid toll 
connections of $27,119.40 for the month of December, 1906. The 
statement of the toll business of the Chicago Telephone Company 
for December, 1906, shows that 49.6 per cent, of this sum was earned 
on account of mileage within the City of Chicago. This is so near 
50 per cent, that we feel justified in recommending that the ordi- 
nary toll service of the company, aside from that going to the long- 
distance company (American Telephone and Telegraph Company), shall 
be considered as having an earning capacity of 50 per cent, within Chicago 
and 50 per cent, outside of Chicago. It is reasonably fair to assume that as 
much traffic comes into the city as goes out over the toll lines. Upon 
these assumptions, it is proper that the three per cent, compensa- 
tion (if applied at all to the service to exterior points) shall apply 
to all of the receipts of the Chicago Telephone Company for toll 
business originating in Chicago, except as described for the long- 
distance company. This arrangement, it will be noted, makes it 
unnecessary in the accounting with the city to enter upon any con- 
sideration of incoming toll messages, because the receipts of the 
Chicago Telephone Company for the ordinary outgoing toll mes- 
sages aggregate substantially an amount which will account for both 
outgoing and incoming toll messages when prorated according to 
the proportion earned within the City of Chicago. 

We here give a portion of this section of the proposed franchise 
as recast by Mr. Hoyne to include the features which we recom- 
mend. 

Section — . During the term of this grant the Chicago Telephone 
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Company shall, at all times, keep at the principal office of the com- 
pany, in the City of Chicago, all its records, books, accounts, con- 
tracts and vouchers of receipts and expenditures, and a complete and 
separate set of accounts, books, records and vouchers showing, in 
detail, all the investments, expenses, receipts and earnings of its 
Chicago or local business. The said set of accounts, books, records 
and vouchers, relating. to the Chicago or local business of said Chi- 
cago Telephone Company, shall be kept in a form and manner sat- 
isfactory to the Comptroller of the City of Chicago. The City of 
Chicago, by its Comptroller or any person designated by him in 
writing, shall have and may exercise the right at any time or times 
during business hours, to make a complete examination of all said 
records, books, accounts, contracts and vouchers for the purpose of 
verifying any of the statements of gross receipts herein provided 
for, and for any other purpose whatsoever connected with the du- 
ties or privileges of the city or company under this ordinance, and 
may audit the same at or about the end of each year. The said 
Chicago Telephone Company shall file with the Comptroller of the 
city, within thirty (30) days after the first days of January and 
July in each and every year, an itemized statement of all its gross 
receipts from all of the business done by said company within the 
City of Chicago for the six (6) months next preceding said first 
days of January and July, which statement shall be sworn to by the 
president and secretary of said company, and at the time of filing 
said statement the company shall pay into the city treasury three per 
cent. (3%) on all such gross receipts. All moneys received by said 
Chicago Telephone Company for telephone service, communication 
and messages from the exchanges, offices, stations or telephones of 
the said company, or of its lessees, subscribers or patrons, located 
within the City of Chicago, to any exchanges, offices, stations or 
telephones now or hereafter owned or operated or leased by or to 
said company outside the City of Chicago (commonly known and 
designated as "toll" service, communication or messages), together 
with all moneys received by said Chicago Telephone Company, or 
which it is entitled to receive, as its share of the gross receipts from 
other telephone service, communication and messages between the 
exchanges, offices, stations or telephones of the said Company, or 
of its lessees, subscribers or patrons, located within the City of 
Chicago, and any exchanges, offices, stations or telephones of any 
other company or person outside said City of Chicago (commonly 
known and designated as "long distance" service, communication 
or messages), shall, for all the purposes of this ordinance, and par- 
ticularly for the purpose of computing the compensation semi-an- 
nually due the City of Chicago hereunder, be deemed and treated 
as a part of the gross receipts from the telephone business done by 
said Chicago Telephone Company within the City of Chicago, and 
the business hereinabove described, from which any or all of the 
said moneys are derived, shall be deemed and treated, for all the 
purposes of this ordinance, as local business. Provided, that the 
share of the gross receipts from long distance service, communica- 
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tions and messages of the Chicago Telephone Company, which said 
Chicago Telephone Company is hereby obligated to include in its 
computation of compensation due to the City of Chicago, shall be 
computed for the purposes of this ordinance by allowing to, and 
charging against, said Chicago Telephone Company at least twelve 
cents for each and every outgoing long distance message from any 
exchange, office, station or telephone of said Chicago Telephone 
Company, or of its lessees, subscribers or patrons located within the 
City of Chicago. Provided, also, that the first statement of gross 
receipts filed hereunder shall cover the period from the date this or- 
dinance goes into effect until the first day of the next following July 

or January as the case may be. 

********** 

In conference with Mr. Hoyne we have proposed extended 
changes in the section of the printed proposed franchise which re- 
lates to rates. We have made an industrious effort to gather data 
relating to the cost to the telephone company for the average com- 
pleted message in each class of service, but have been unable to de- 
rive the information from the records which the company keeps, 
on account of the fact that their traffic records are not kept in suf- 
ficient detail and their books of account are not kept in such a man- 
ner as to separately show the receipts and expenses relating to the 
several classes of traffic. We have endeavored also to get infor- 
mation bearing upon this question through the Chicago Telephone 
Company from other Bell telephone companies, but without suc- 
cess; and we have also endeavored to get information bearing upon 
the question from certain of the larger Independent telephone oper- 
, ating companies, but likewise without success. None of the tele- 
phone companies seem yet to have reached a point in their develop- 
ment where their records are kept with a view toward determining 
the cost of each class of service and the most economical way of 
providing for the requirements of each class of service. The tele- 
phone art has progressed at such a tremendous pace and the com- 
panies have been so busily occupied in developing their business 
and improving their methods considered as a whole, that they have 
not yet come to carefully study the different classes of service con- 
sidered in detail. We have recommended that the books of the 
company to which a franchise is granted shall be kept in a manner 
satisfactory to the City Comptroller, in order that he may requke 
the records to be kept in such form that the Council may in the fx- 
ture have information as extended as practicable in regard to the 
costs of different classes of service upon which to base any future 
regulation of rates which the Council may desire to make. 

As we have been unable to gain actual data upon which to 
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found an estimate of the cost of service in each class, our data ap- 
plying only to the average cost of service and not to the individual 
classes, we recommend the following schedule of rates as the maxi- 
mum which may be charged by any telephone company to which a 
franchise is granted; and we couple this with the recommendation, 
hereinafter fully explained, that either a suitable limitation be placed 
on the company's net earnings which will automatically result in 
the gradual reduction of rates, or else that a contract right to regu- 
late rates be reserved to the city. It is our opinion that the sched- 
ule given below will result in an immediate reduction in the aver- 
age prices paid for telephone service but still leave the company a 
reasonable return on the investment when the rates are fully in 
effect. 

Section — . The company shall at all times maintain its plant, 
wires, cables, electrical conductors, and other equipment at the high- 
est practicable efficiency, and to that end shall promptly adopt and 
put into use within the City of Chicago all improved apparatus, ap- 
pliances, equipment and methods of service developed in the progress 
of the art of telephony which shall have come into common use 
from time to time if experience has shown them to be practicable 
and shall furnish the same to its lessees, subscribers and patrons 
within said City of Chicago without extra charge therefor. 

Said Chicago Telephone Company during the term of this ordi- 
nance shall not charge its present or future lessees, subscribers or 
patrons within the City of Chicago rates for telephone service in 
excess of the following maximum rates and shall furnish all kinds 
of telephone service it supplies promptly on demand. 

(a) Maximum rates for telephone service furnished for the 
use of subscribers and their employes in their business. 

For a single party line including three hundred outgoing con- 
versations or messages from said line and all incoming conversa- 
tions or messages, $15.00 for each quarterly period of three months. 

For the next six hundred outgoing conversations or messages 
during the quarter, 3 cents each. 

For all additional outgoing conversations or messages during 
the quarter, 2 cents each. 

Every subscriber who will contract to use or pay for eighteen 
hundred outgoing conversations or messages during the quarter at 
the above rates per message, shall be furnished with a second single 
party line without extra charge, and every subscriber shall be fur- 
nished with an additional single party line without extra charge 
for each additional fifteen hundred outgoing conversations or mes- 
"sages he vfill contract to use or pay for during the quarter at the 
rate of % cents each. 

Every subscriber also shall be furnished with as many single 
party lines as he may demand in addition to the first party line he 
contracts for, without contracting to use or pay for any particular 
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number of outgoing conversations or messages per quarter, at the 
rate of six dollars per quarter for each line. 

Every subscriber who is furnished with single party lines in ad- 
dition to his first line under the above mentioned quarterly guaran- 
tees or at the above mentioned rate may use each or any. or all of 
his lines wholly for incoming messages or wholly for outgoing mes- 
sages or for both, as he may elect. 

. A single party line including the right to transmit outgoing con- 
versations or messages without limit and without any charge per 
conversation or message, shall be furnished at the rate of One Dollar 
per day. Every subscriber to such a line as that just mentioned, 
shall be furnished with an additional single party line, during any 
quarter without extra charge for each 1,500 outgoing conversa- 
tions or messages he will contract to use or pay for during the quar- 
ter, at the rate of two cents for each message. 

Subscribers or lessees contracting for two or more single party 
lines when said lines are contracted for at the same premises shall 
be furnished, if they desire, without additional charge, private 
branch exchange switching apparatus, appliances and equipment in- 
cluding an operators telephone, but a charge of $1.50 per quarter 
may be made for each terminal telephone connected with the private 
branch exchange switching apparatus upon the same premises. 

In computing the amount due to the company from any sub- 
scriber for the total number of outgoing conversations or messages 
transmitted during any quarter at message rates, by means of more 
than one single party line, the same rates per message shall be 
charged in such computation as would be charged if said total num- 
ber of outgoing messages had been transmitted over one single 
party line. The Chicago Telephone Company shall make no charge 
to any subscriber for any incoming conversation or message trans- 
mitted over any line furnished at any of the rates herein mentioned. 
All such conversations or messages shall be regarded and treated 
as prepaid. 

(b) Maximum rates for telephone service furnished for the 
use of subscribers at their private residences. 

For a single line including all incoming and outgoing conver- 
sations or messages, $18.00 per quarter. 

For a two-party line including also all conversations or mes- 
sages, $15.00 per quarter. 

For a three-party line including also all conversations or mes- 
sages, $12.75 per quarter. 

(c) Nickel prepayment service shall be furnished by said Chi- 
cago Telephone Company upon demand, by means of telephone in- 
struments equipped with a coin box and slot or similar device fot 
receiving five cent pieces, without charge for incoming conversa- 
tions or messages, and upon guarantees not in excess of the follow- 
ing rates : 

Nickel Prepayment Service, with outgoing messages at 5 
cents each, as follows : 
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One-party line at a guarantee of 20 cents per day, includ- 
ing four messages. 
Two-party line at a guarantee of 15 cents per day, includ- 
ing three messages. 
Two-party line (for private residences only) at a guaran- 
tee of 10 cents per day, including two messages. 
Four-party line (for private residences only) at a guaran- 
tee of 5 cents per day, including one message. 
When any lessee or subscriber in making settlement with said 
Chicago Telephone Company at the time of collection under the 
guarantees above mentioned, shall pay any amount to make up a de- 
ficiency between the amount in the coin box or similar device used 
and the sum guaranteed, he shall be given at the time of making 
such deficiency payment a receipt or some written or printed evi- 
dence showing the amount and date of such deficiency payment. 
Any payments made subsequently for service in excess of the amount 
guaranteed up to the time of any succeeding collection (made not 
less than fifty days after said payment of a deficiency) shall be re- 
paid to said subscriber or lessee wholly or in part, as may be neces- 
sary to equal the amount paid by him to make up such deficiency. 

The said Chicago Telephone Company is hereby expressly for- 
bidden to furnish telephone service to more than four subscribers, 
lessees or patrons by means of a single circuit or line. 

Said Chicago Telephone Company shall be obliged to furnish 
four-party line service only when at least two subscribers or lessees 
located within the limits of a single block desire such service. 
(d) Public telephone service. 

The charge for a single conversation or message from any tele- 
phone located within the City of Chicago to any other telephone 
within the city shall not exceed 5 cents. Any charge in excess there- 
of shall be unlawful. Said Chicago Telephone Company is hereby 
expressly forbidden to authorize or permit any of its lessees, sub- 
scribers or patrons to whom it has furnished or hereafter furnishes 
a telephone instrument or instruments, line or lines, to charge any 
person more than the rate above prescribed without regard to how 
or where such telephone instrument or instruments, line or lines, 
may be installed. 

If said Chicago Telephone Company shall become aware that 
any of its subscribers or lessees within the City of Chicago, is charg- 
ing more than five cents for a single conversation or message, it 
shall notify the guilty subscriber or lessee, that upon the repetition 
of the offense he will be denied telephone facilities and service, and 
upon evidence being submitted to said Chicago Telephone Company 
that the subscriber or lessee so notified has subsequently made or 
permitted to be made an excessive charge for a single conversation 
or message, the company shall remove its telephone lines and instru- 
ments from the premises of said subscriber, and deny him telephone 
facilities or service for not more than one year nor less than three 
months as it may elect. Said Chicago Telephone Company is also 
forbidden to authorize or permit any of its subscribers or lessees „ 
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to make any charge for any telephone communication, facilities or 
service in excess of, or in addition to the rates prescribed in this 
ordinance and shall take steps to prevent excessive charges of any 
kind by giving notice substantially as indicated above, and by the en- 
forcement of the penalty mentioned. 

(e) Neighborhood exchange service. 

In addition to the Chicago Exchange System, extending 
throughout the city limits, local or neighborhood exchanges within 
those limits may be maintained or established by the company; but 
any subscriber therein may communicate with any telephone any- 
where within the city limits outside of the local or neighborhood ex- 
change by a message, for which a charge of not more than five cents 
may be made. 

The rates for such local or neighborhood exchange service, un- 
der yearly contracts, shall not exceed the following: 

BUSINESS. RESIDENCE. 

One-party Line $4.00 per month $3.00 per month 

Two-party Line 3.00 per month 2.00 per month 

Four-party Line 2.00 per month 1.50 per month 

But said Chicago Telephone Company shall not make, impose 
or collect any extra charge, rate, price or toll for any communica- 
tion from any telephone within the City .of Chicago, not served by 
one of said neighborhood or local exchanges, to any other telephone 
located within the City of Chicago; and said Chicago Telephone 
Company shall not make, impose or collect any extra charge, rate, 
price or toll for any communication from any telephone served by 
one of said neighborhood exchanges to any other telephone what- 
soever located within the area or district lying within the boundaries 
or limits of said neighborhood exchange and served by any of the 
exchanges of said Chicago Telephone Company located within the 
City of Chicago. 

(/) Toll service. 

Said Chicago Telephone Company shall not charge more than 
ten cents for each conversation or message transmitted from any 
telephone located within the City of Chicago to any other telephone 
which is located outside the City of Chicago, but within fifteen (15) 
miles of the present City Hall in said City of Chicago, or within one 
mile of the city limits and within the State of Illinois. 

The Chicago Telephone Company may reasonably limit the 
length of each toll conversation or message transmitted from the 
City of Chicago to any point outside the city to not less than two 
minutes with the right to charge not more than five cents for each 
additional minute which the transmission of such toll conversation 
or message occupies. 

(g) Unlimited telephone service — Meters. 

The Chicago Telephone Company shall upon demand furnish 
unlimited telephone service for business use by means of single 
party lines to any person, firm or corporation at any point within 
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the City of Chicago at an annual charge of not exceeding $125.00 
for each line required instead of furnishing service at message rates 
within the maximum schedule of rates hereinabove prescribed unless 
and until it is able and ready to install in connection with his, their 
or its telephone line or lines a meter, register or similar device which 
can count or record each message or conversation transmitted there- 
from only once and can make no count or record unless a connec- 
tion for a conversation or message has been actually made. 

The Chicago Telephone Company shall not make any charge 
to its telephone lessees, subscribers, patrons or users unless a conver- 
sation or message has been actually transmitted, except in any cases 
herein expressly provided. 

(h) Extension telephones. 

Said Chicago Telephone Company shall furnish to any of its 
lessees or subscribers upon demand at least two extension telephones 
for each line used by the lessee or subscriber and located in the same 
premises with the principal telephone of the lessee or subscriber at 
not exceeding fifty cents (50c.) per month for each extension tele- 
phone, provided that the company shall not be compelled to furnish 
extension telephones to lessees or subscribers served by three or four- 
party lines. 

(*) Telephone directory. 

The Chicago Telephone Company shall at least three times dur- 
ing each year print and publish and furnish to each of its lessees 
and subscribers free of charge a directory containing in alphabetical 
order the names, with addresses and telephone numbers of all its 
lessees and subscribers. Said Chicago Telephone Company shall 
include and list in each of the said directories at the request or with 
the consent of any of its lessees or subscribers in connection with the 
address and telephone number of such lessee or subscriber in their 
proper alphabetical order free of charge the names of not more than 
three partners, officers, employes or members of the family of such 
lessee or subscriber for each single or two-party line contracted for 
by such lessee or subscriber, and make one such free listing for each 
three-party and four-party line, and also one more of such names for 
each extension telephone used by the said lessee or subscriber, and 
in addition thereto as many more of said names as said lessee or sub- 
scriber may request or consent to upon payment to the Chicago Tele- 
ohone Company of not more than $3.00 per annum for each addi- 
tional name so included and listed. 

(/) Rates defined — Equipment charges. 

All rates, prices or charges for telephone service, facilities or 
equipment herein prescribed are maximum rates only, and nothing 
herein shall be construed as an admission by the City of Chicago, 
that such maximum rates are reasonable or proper rates. 

Said Chicago Telephone Company is hereby expressly forbid- 
den to make any charges for any telephone apparatus, appliance, 
device or equipment not specifically mentioned herein, and for which 
some maximum rate is not prescribed herein. 
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It is our opinion that the monthly charge to be made for exten- 
sion telephones on flat rate lines should be higher than for that 
made for extension telephones on measured rate lines, because with 
the flat rate lines no charge is made for the individual messages, 
and an additional monthly charge for extension telephones may be 
considered as corresponding to the charge per message for those 
messages originating in extension telephones attached to measured 
fate lines. 

Mr. Hoyne feels that some difficulty exists in respect to mak- 
ing such a difference in the monthly charge by ordinance and we 
therefore concur in the above section as drawn. 

We recommend that the company shall be required to keep its 
plant at the highest practicable efficiency and promptly adopt im- 
provements arising in the course of the development of the art of 
telephony which come into common use, and that the company shall 
furnish to the subscribers in any portion of the City of Chicago tele- 
phone facilities under yearly contracts, and shall do this without 
discrimination as between classes of service. We also recommend 
that the company be required to abolish its ten-party line service, 
and in no instance place more than four parties on a line where 
rental is paid for telephones. 

We consider the schedule of rates recommended by us a ten- 
tative schedule which is subject to regulation automatically by the 
limitation of net earnings or by the action of the City Council from 
time to time after two years when information in regard to its 
operation may be laid before the Council. We have made the sched- 
ule upon the basis that five cents shall be the maximum charge pep 
message and that the price, per message shall be steadily decreased 
after a reasonable use of any particular telephone has been reached. 
We have added to the Chicago Telephone Company's list of classes 
an additional class which comprises three-party residence flat rate 
telephones at $51.00 per annum. 

A message is defined to mean a communication or conversa- 
tion between two subscribers' telephone stations anywhere within 
the Chicago city limits, and it is provided that messages shall be 
without toll charge when extending between any telephones pay- 
ing Chicago rates (whether message rates or flat rates), and also 
for messages from all telephones paying Chicago rates to all tele- 
phones in neighborhood exchanges. In case of any neighborhood 
exchange telephone the privilege of a flat rate conversation only 
-holds in the individual neighborhood, and a toll of not exceeding 
five cents each may.be charged for conversations from any neigh- 
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borhood telephone to Chicago rate telephones or neighborhood tele- 
phones located in another neighborhood. 

We recommend that the present charge. of 10 cents for local mes- 
sages from hotels, depots, restaurants and other public telephones 
be reduced to 5 cents for each message. 

We recommend that the price of toll service to suburban points 
in Illinois within a radius of fifteen miles from the present City Hall 
or within one mile from the city limits shall not exceed ten cents 
for two minutes' conversation and five cents for each additional 
minute or fraction thereof. 

In respect to the message rates, we recommend that it be re- 
quired that the company shall use meters wherever the messages 
are counted and that these meters shall be arranged so that only a 
single registry can occur for a single message. In this way sub- 
scribers are protected against double registry for any message. The 
meters should also be arranged so that the registry can be made 
only after the plug has been inserted in the subscriber's switch on 
the switchboard or other suitable connection has been made for 
conversation. 

It is also recommended that the guarantee sums required from 
subscribers using telephones provided with nickel boxes shall be 
settled for approximately quarterly, or the equivalent thereof. The 
company may collect the guarantee from month to month, but in 
this event it shall count the messages and settle by refund, if neces- 
sary, at the ends of periods not exceeding approximately three 
months duration. It is proposed to meet this requirement by hav- 
ing the Chicago Telephone Company issue to this class of subscrib- 
ers credit slips at the time when collections are made, in case the 
amount paid for messages at the tariff price is not enough to meet 
the required guarantee. These credit slips shall indicate the amount 
paid by the subscribers to make up the guarantee over and above 
the price paid for the messages used, and shall be good to apply as 
payment on a corresponding number of messages, in excess of those 
paid for by the guarantee accruing during the next succeeding pe- 
riod of not less than fifty days. 

: : Table No. 5 shows a comparison of various flat and measured 
rate charges made by the Bell telephone companies operating in 
New York, Philadelphia, St. Louis, Boston and Baltimore, as taken 
from the schedules of rates prepared for your Committee by Chair- 
man Linn H. Young, November, 1906, and the maximum charges 
allowed in the foregoing schedule for the same classes of service 
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We have included in the latter the flat rate for three-party line at 
fifty-one dollars per year, which we recommend. 

If in Chicago the direct-line sixty-dollar measured rate tele- 
phone is subscribed for by a person who requires less than twelve 
hundred outgoing messages. per year, the cost to him per message 
will exceed five cents, but it is not contemplated that this class of 
service will be subscribed for by persons whose requirements are 
below twelve hundred outgoing messages per year, as they will 
probably take some form of nickel prepayment service, in which 
they can obtain their service at a rate not exceeding five cents per 
message. 

Chart No. 16 shows comparative rates per message for direct- 
line measured service business telephones, according to quantity 
used per year, platted from the above table. 
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Applying the above proposed rates to the present telephones 
of the Chicago Telephone Company in the City of Chicago, we esti- 
mate that it will require the expenditure of approximately $1,500,- 
000, which is chargeable to construction account, to prepare the 
present plant for the purpose of properly furnishing the service 
under the conditions set up by the foregoing proposed schedule of 
rates. This sum includes allowances for the purchase and installa- 
tion of meters, the changing of switchboards and subscribers' in- 
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struments and the addition of circuits demanded by changing the ten- 
party lines to four-party lines, additional underground conduits and 
cables, to fulfill the requirements of the proposed Underground 
limits, and additional trunk conductors to carry the extra traffic 
which may be reasonably expected to arise from the reduction of 
the toll rates from neighborhood exchanges. 

•This brings the book value of plant investment account within 
the city (excluding cash for working capital), to approximately $16,- 
130,000. We estimate that the present telephones (132,000) will earn 
$6,336,000 per year, and that the gross expense, including compensa- 
tion to the city, but excluding an appropriation to a depreciation 
and insurance fund, will be $4,092,000 per year. This leaves a dif- 
ference of $2,244,000 which may be applied to the payment of divi- 
dends and the depreciation and insurance fund. This amount is 
sufficient to permit the company to pay a dividend of 7 per cent, on 
its investment, including a fair allowance for working capital, and 
to set aside $1,097,400 to the fund for depreciation and insurance, 
and is less than the return, which in our opinion is reasonable, as 
pointed out in the last paragraph on page 63 and the first paragraph 
on page 64 of this report. 

We estimate that these figures are fairly applicable to con- 
ditions that would exist during the next two years, while the neces- 
sary changes are being made, in case the Chicago Telephone Com- 
pany should receive a franchise ; but after that time, as the plant 
increases, the average cost of producing the service will decrease 
per telephone with good management, and the charges for service 
- should also ultimately decrease. 

We estimate that the proposed new rates are low enough to at 
once reduce the gross receipts per telephone in comparison with the 
gross receipts obtained per telephone by the Chicago Telephone 
Company under its existing rates. The rates are also planned with 
a particular view to bringing about the bfcst practicable service to 
all users. 

At the present time the service in Chicago is impaired, as we 
have earlier pointed out, by the overuse of the flat rate lines. In- 
vestigation shows that during the past two years the flat rate lines, 
including the flat rate trunk lines to private branch exchanges, 
originate approximately 60 per cent, of the total traffic in the Chi- 
cago exchange district; whereas the total amount paid fo„r the use 
of these lines is only approximately 42 per cent, of the amount 
collected by the Chicago Telephone Company for exchange ser- 
vice in the same district. This indicates that the flat rate subscrih- 
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ers, as a class, are getting relatively more for their money than the 
measured rate subscribers, even taking into consideration the fact 
that the large user should, on account of his large use, receive his 
service at a smaller unit cost than the small user. The above being 
true for the average flat rate subscriber, we must conclude that the 
flat rate subscriber, whose use of the telephone is above the aver- 
age of his class, is receiving relatively much more service than the 
amount he pays entitles him to. 

These estimates of receipts and net earnings on the new rates 
are made without consideration of the effect of competition; but 
if extensive telephone competition is established, especially with 
the competing prices consisting of comparatively low flat rates, the 
earnings indicated by our estimates would be reduced in a degree 
which it is impossible to estimate with reasonable accuracy. 

The question of regulation of rates has caused us a great deal 
of difficulty. We have discussed four means which substantially 
amount to regulation, by the city, of the rates for telephone service. 

1. The first involves the reservation by contract of a simple 
right of regulation at certain intervals by the City Council, naming 
the intervals preferably as two years after the acceptance of the 
franchise, and at the end of five year periods thereafter. This is 
simple and ought to prove effective, if the Law Department ap- 
proves the plan as coming within the powers of the city, and the 
Comptroller appropriately requires the company to make its ac- 
counting so as to lay the necessary information in regard to the 
cost of service before the Council, but if leaves the door open for litiga- 
tion regarding the reasonableness of any changes of rates which 
may in the future be required by ordinance. 

2. The second method involves limiting the returns on the in- 
vestment of the company to some suitable figure, over and above 
which all additional net earnings shall be paid to the city. This 
involves fixing by franchise the return on the investment which 
may be taken by the company. For a twenty year franchise such 
as your Cofiimittee proposes, without a guarantee of purchase by the 
city or other corporation or a guarantee of an extension to the fran- 
chise at the end of the period, the returns paid annually on the in- 
vestment must be large enough to include (1) ordinary interest on 
money, and (2) an appropriate amount to meet the risk of business 
and serve in a sense as a sinking fund for the investors. Under the 
circumstances, it is our opinion that ten per cent, is a reasonably 
low. figure. Limiting the annual return on investment to this figure 
•wbuld in a sense provide automatic regulation of rates, since the 
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operating company would be likely to lower its rates from year to 
year and thus satisfy its customers, in case it made net earnings 
larger than ten per cent, in preference to paying sums of money 
into the city treasury, unless the City Council interfered. This 
process seems to us less likely to result in future litigation over rates 
than the first-named plan and therefore more desirable, provided 
Mr. Hoyne finds it practicable to draw a suitable form of ordinance 
grant. In our opinion, it would also place upon the company a 
greater incentive to maintain the best possible service at reason- 
able rates. 

The adoption of this process makes it necessary to verify the 
amount of investment now in the plant within the City of Chicago, 
as the books do not separate the investment which has been made 
within the City of Chicago from that which has been made by the 
company outside of the City of Chicago; and it is also necessary 
to make provisions for setting aside a depreciation account to meet 
the requirements for the renewal of apparatus and plant. We have 
below set forth careful estimates of depreciation for your informa- 
tion, so that you may see the way in which we have arrived at the 
percentage. In our opinion, a reasonable percentage to set aside 
for a depreciation and insurance fund, to apply at the present era, 
is 8.0 per cent, of the value of the whole tangible property of the 
company, excluding land, stock of materials and cash on hand, but 
it is our further opinion that it is desirable to provide for a re-ad- 
justment of this percentage at certain periods in the future, because 
the proportions of short lived and long lived plant may change with 
the advance of the art during the next few years. We believe that 
the depreciation rate is likely to decrease, but it is impossible to 
foresee what the future rate should be. 

The fund to be set aside must include provision for replacing- 
plant which has come to the end of its useful life on account of age 
or on account of advances of the art; it must also include provision 
for reconstruction of portions of the plant not yet ready for "scrap- 
ping" but which must be reconstructed on account of*changes re- 
quired by city improvements ordered by the City Council (these 
reconstruction expenditures are now included in maintenance by 
the Chicago Telephone Company) ; and it must include provision 
for fire insurance on those portions of the plant which the fire in- 
surance companies will not underwrite at reasonable terms. An 
amount proportional to the value of the plant should be put into the 
fund each year, and the amount must be computed from experience 
of the average life of the different parts of the plant making due 
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allowance for the "scrap" value of discarded apparatus or material, 
judgment of the rate at which street, bridge and park improvements 
are likely to be made which will interfere with the company's plant, 
and experience of the fire hazard. Disbursements from this fund 
should be allowed to occur only for the specific purposes to which 
the fund is allotted. 

We have carefully studied this problem and have discussed it 
with the engineers of the Manufacturers' Telephone Company and 
the Chicago Telephone Company. The former (Mr. Johnston) sub- 
mitted a brief table of depreciation with his revised estimate, but did 
not include reconstruction or insurance. The figure as given by 
him averages just under six per cent, on the value of the plant per 
annum, without consideration of salvage or accretions to the fund 
by interest. When the latter are taken into account (interest at 
three per cent, per year), the average figure is reduced to 4.11 per 
cent. Mr. Johnston makes allowance for reconstruction in his 
expense estimate by setting up a special reserve of $390,000 per year. 

The engineers of the Chicago Telephone Company at our sug- 
gestion went into an extended study of the depreciation of their 
plant, and have arrived at a figure of 6.8 per cent, each year for de- 
preciation and 4.1 per cent, each year for reconstruction made neces- 
sary by city improvements, due account being taken by them of ac- 
cretions to the fund by compound interest at three per cent, per 
year. This makes a total annual contribution to the fund of 10.9 per 
cent, of the cost of plant. 

It is our opinion that the engineers of the Chicago Telephone 
Company have not given sufficient consideration to the improvement 
in conditions that now pertain to the telephone situation compared 
with the past, and that their percentages are too high; and as Mr. 
Johnston has confessedly not made allowance for the various con- 
tingencies that arise in the telephone art his depreciation percentage 
is too low. It is our opinion that 5.75 per cent, for depreciation and 
2.25 per cent, for reconstruction and such insurance as comes within 
the scope of this fund are reasonable figures. This makes the total 
sum to be properly set aside each year for the depreciation and in- 
surance fund, as defined in an alternative franchise section printed 
below, equal to 8.0 per cent, of the value of the tangible property, 
excluding land, stock of materials and cash on hand. This per- 
centage is named with due consideration of accretions to the fund 
by interest. The manner of maintaining the fund and the purposes 
of its expenditure are defined in the alternative franchise section 
printed below. 
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3. A third method of automatic rate regulation, corresponding 
somewhat to the preceding, consists in fixing a certain figure for the 
return on the investment, with the proviso that all net earnings 
beyond that amount shall be divided between the City and the com- 
pany. The conditions in the telephone business, however, are so 
complex in respect to the different classes of customers that we do 
not recommend this for adoption in the telephone situation. 

4. A fourth method involves limiting the return on the invest- 
ment with the requirement that all excess net earnings shall be re- 
funded or rebated pro rata to the subscribers at the end of the year. 
This is a form of profit sharing which is also too complex, in consid- 
eration of the conditions in the telephone business, to make it de- 
sirable, and we do not recommend it. 

In consultation with Mr. Hoyne, your special counsel, we have 
arranged for drafting appropriate ordinance clauses which will cover 
respectively the first and second of these methods, and we here pre- 
sent them to you for your consideration. Mr. Hoyne will advise 
you in regard to their relative merits from the legal standpoint. We 
believe that either will give satisfaction to the city if adopted; and 
that either will bring about a gradual decrease in rates after two 
years from the acceptance of the new ordinance, in. case it is granted 
to the Chicago Telephone Company, so that experience may be gained 
in the application of the rates in the meantime. 

The following is an ordinance section drawn by Mr. Hoyne to 
meet the requirements of the first method: 

Section — . The City Council, as one of the conditions of the 
grant of the privileges herein conferred upon the Chicago Telephone 
Company, hereby reserves to itself the right to hereafter alter, change 
or reduce, from time to time by special ordinance amendatory hereof, 
the maximum rates for telephone service, facilities and equipment 
hereinbefore prescribed, and any rates or charges for such service, 
facilities or equipment which are now, or under this ordinance here- 
after may be, prescribed, imposed or collected by said grantee, as 
the City Council may deem expedient and reasonable, and to pass, 
by special amendatory ordinance from time to time, all reasonable 
rules and regulations relative to the rates or charges for telephone 
service, facilities or equipment of said grantee. 

The Chicago Telephone Company, by the filing of the acceptance 
of the terms and conditions of this ordinance hereinafter provided 
for, shall be understood as expressly consenting and agreeing to 
promptly accept, adopt, put into effect and operate its telephone sys- 
tem then in the City of Chicago, under any reasonable schedule or 
schedules of rates or charges for telephone service, instruments, 
facilities or equipment, or for all or any of them, or any reasonable 
schedule or schedules of limitations upon such rates or charges or 
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any reasonable rules and regulations relating thereto which the City 
of Chicago may by such special ordinance prescribe from time to 
time after the expiration of two years from the time this ordinance 
goes into force and effect. Provided, that any schedule or schedules 
of rates or charges or of limitations thereupon which are prescribed 
as aforesaid shall not be fixed by the City of Chicago for a period 
of more than or of less than five years, unless at the time of the 
passage of the ordinance prescribing any such schedule or schedules 
the unexpired term of this grant is less than five years. Provided, 
also, that any ordinance passed under the foregoing provisions of 
this section shall not operate or be construed as changing any of the 
rights or duties of the City of Chicago or the Chicago Telephone 
Company under this ordinance except those covered by the parts 
of Section — hereof relating to the rates or charges of said Chicago 
Telephone Company for telephones, telephone service and equipment, 
and those rights or duties shall be changed only so far as they are 
inconsistent with the terms of any special ordinance so passed. 

Nothing in this ordinance contained shall be construed or taken 
as preventing the City of Chicago, whenever it shall be empowered 
by the General Assembly so to do, from passing, from time 
to time, any general ordinance or ordinances regulating the rates, 
rentals or charges of telephone companies for telephone service, in- 
struments, facilities, equipment or licensing, regulating or taxing 
telephone companies ; it being the intention of this ordinance that the 
City of Chicago shall in no way surrender any right it may now have 
or may hereafter acquire to tax, license or regulate telephone com- 
panies, or to regulate the price, rates, rentals, charges or compensa- 
tion to be charged for telephones, telephone service, facilities or 
equipment. Provided, also, that nothing in this ordinance contained 
shall be construed as preventing the City of Chicago from granting 
an ordinance to any other telephone company. The Chicago Tele- 
phone Company hereby agrees to comply with the terms of any rea- 
sonable ordinance or ordinances passed as aforesaid. The Chicago 
Telephone Company by the acceptance of this ordinance shall be un- 
derstood as agreeing to comply with the terms and conditions of any 
reasonable general ordinance or ordinances passed as aforesaid. 

The following is an outline of an ordinance section to meet 

the requirements of the second method: 

Section — . It is further understood and agreed that the com- 
pany shall pay to the city each year all net earnings over and above 
ten per cent, on the average investment for that year. In determining 
the net earnings for the year, there shall first be paid out of the gross 
receipts of the company the sums necessary to pay the city its com- 
pensation of three per cent, upon the gross receipts and to pay for 
taxes, and such sums as are necessary to cover all reasonable ex- 
penses of operation, including general expenses, maintenance and 
repairs; and the company may, in addition thereto, set aside a re- 
serve fund amounting to not more than eight per cent, of the average 
investment for the year, excepting land, stock of materials, and cash 
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on hand, as a depreciation and insurance fund. The balance remain- 
ing of the gross receipts shall be accounted net earnings. 

For the purpose of determining the average investment, as set 
forth above, the investment at or near the date of the acceptance 
of the terms of this ordinance by the company shall be ascertained by 
appraisal of the tangible property of the company within the City 
of Chicago, consisting of operating plant, real estate and buildings, 
♦stock of materials on hand, teams, tools and other tangible property 
and working capital which shall not exceed at any time during the 
term of this ordinance ten per cent, of the tangible property exclusive 
of said working capital, this appraisal to be made in the manner here- 
inafter set forth. The average investment for the remainder of the 
then calendar year shall be computed by adding to the said appraised 
value of the tangible property of the company one-half the sum of 
additional money spent for additions to the company's tangible prop- 
erty within the said remainder of the calendar year, but no money 
taken from the depreciation and insurance fund hereinbefore provided 
for shall be included in the said sum so spent for such additions for 
the purposes of said computations. 

The value of the plant at the opening of the ensuing calendar 
year shall be taken to be equal to the said appraised valuation, plus 
the whole of the said additional money so spent for additions to the 
company's tangible property. The average value of the investment 
for the said ensuing calendar year shall be obtained by taking this 
value found for the tangible property at the opening of the year and 
adding thereto one-half of the sum of additional money so spent for 
additions to the company's tangible property during this calendar 
year ; and throughout the period of this grant the value of the plant 
at the opening of each calendar year and the average investment 
during such year shall be computed in the manner described. 

The aforesaid depreciation and insurance fund shall be held in 
a bank or banks designated by the city as a depository or depositories, 
drawing suitable interest not less than three per cent, per annum, and 
shall be used only for renewals of plant and in other respects to meet 
the requirements of the depreciation and insurance account, except 
that the company may borrow temporarily from the fund as described 
hereinafter. 

The appraisal of the company's tangible property to be made in 
pursuance of this section shall be carried out by a Board of Ap- 
praisal, composed of three competent engineers, to be appointed, one 
by the city, one by the company, and the said two appointees to ap- 
point the third, and if the city or the company does not make such 
appointment within thirty days after the filing of the acceptance of 
this grant by the company, the Board of Appraisal shall thereupon, 
upon the request of either party, be filled by the then judges of the 
First District Appellate Court of the State of Illinois, or a majority 
of them, and the said board so appointed shall have the same powers 

"There should be some reasonable limitation upon the amount which may 
W invested in stock of materials as in the case of working capital. 
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and rights as though appointed by mutual consent of the city and 
company. # 

It is further agreed that the foregoing percentage allotted for a 
depreciation and insurance fund may be reviewed, after a period of 
five years, by a suitable commission of three engineers, appointed by 
the mutual agreement of the city and company, and in case a com- 
mission so appointed shall find that a different percentage under the 
then existing conditions should be set aside for depreciation and in- 
surance, their finding shall be binding thereafter, except that a new 
review of the said percentage for depreciation may be made in like 
manner at the end of each five vears. 

Money from the said depreciation and insurance fund shall be 
used only for the purpose of renewing portions of the plant which 
require renewing on account of having reached the limit of their use- 
ful life, or of renewing property damaged by the act of God, and for 
the net cost of reconstruction made necessary by city improvements 
ordered by the City Council. These expenditures shall be made with 
the concurrence and approval of the City Comptroller, and any un- 
expended balanoe remaining in the fund at the expiration of this grant 
shall be paid to the city. 

The company shall have the privilege of borrowing from this 

fund for the actual net costs of making additions to its plant, but 

. all such borrowed sums shall be returned to the fund by the company, 

with interest at the rate of five per cent, per annum, as often as may 

be required by the City Comptroller. 

Computations of the percentage to be set aside for the fund to 
cover depreciation, reconstruction and insurance, which we have des- 
ignated the Depreciation and Insurance Fund, are indicated in Tables 
Nos. 6, 7 and 8, which respectively show the figures of the engineer 
of the Manufacturers' Telephone Company, the engineers of the 
Chicago Telephone Company, and the figures of the Commission. 

The figures that Mr. Johnston presented to the Commission on 
behalf of the Manufacturers' Telephone Company are computed for 
a plant corresponding with his revised construction estimate. He 
only makes an allowance for depreciation in the table, but in his revised 
expense estimate makes an additional annual allowance of $390,000 
as a "reserve for repairs" (See our Table No. 2), which can be used for 
defraying the cost of reconstruction required by city improvements, 
etc. 

Mr. Johnston does not take into account any accretions to the 
depreciation account by interest and he does not take account of 
salvage. We have therefore added the last three columns to Table 
No. 6 which take these two elements into account, assuming interest 
at the rate of 3 per cent. As Mr. Johnston's figures are given by him, 
the annual depreciation allowance is just under 6 per cent, of the 
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original cost. This is shown by column 5 of the table, the first five 
columns of this table being given Ay Mr. Johnston. But when com- 
pound interest at 3 per cent, and salvage are taken into account, the 
annual contribution for depreciation becomes only 4.11 pqr cent, 
according to the lengths of life for the plant which Mr. Johnston as- 
sumes. On the later basis, the depreciation added to "Mr. Johnston's 
annual allowance to "reserve for repairs," brings his total annual 
charge for this fund to 7.2 per cent, of the first cost of the property 
upon which depreciation is figured. 

TABLE NO. 6. 

Depreciation Estimate of Engineer of Manufacturers' Telephone Company. 
Note. — Columns 6, 7 and 8 added by Telephone Commission. 
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Conduits $8,425,000 50 2 $68,600 .89 $30,500 

Cables 8,274,000 20 5 168,700 8.72 40 73,100 

Poles 1,800,000 20 6 65,000 8.72 48,400 

Wires (Iron) 615,000 6f 15 92,260 18.76 84,000 

Instruments 1,450,000 10 10 145,000 8.78 5 120,300 

Switchboards 1,580,000 12ft 8 126,400 6.71 20 84,800 

Buildings 907,000 20 5 45,860 8.72 33,700 

Tools, furniture, etc 100,000 2 50 60,000 49.26 10 44,300 



Total $12,651,000 $756,200 $519,700 

Per cent, of original cost 5.98 4.11 

Note.— Engineer of Manufacturers' Company also provides a reconstruction fund 
through an annual charge of $390,000 for an emergency reserve, in addition to the de- 
preciation fund. 

Table No. 7 exhibits the figures presented to us by the engineers 
of the Chicago Telephone Company. The second column of this table 
gives estimated values of the different parts of the plant, based on 
the original cost of the company's property in use in Chicago at the 
end of 1905, omitting land. The aggregate percentage computed from 
this table, in our opinion, is too high, as we have already pointed 
out. It is also to be said that the proportions allowed in the recon- 
struction items in this table are not confined, as they should be, to 
special insurance and the estimated annual expense of the recon- 
struction caused by city improvements ordered by the City Council. 
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TABLE NO. 7. 

Estimate of Depreciation and Reconstruction Made by Engineers of Chicago Telephone 
Company, allowing compound interest at 3 per cent, per annum. 

l 2 3 4 5 
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Total $14,581,481.40 
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887,766.68 
30,788.82 

51,149,68 

$1,590,160.49 
10.9 



It is well understood that operating plant is limited in life, and 
(however well ordinary repairs have been kept up) after a period of 
years the generally worn out condition of the equipment or the ad- 
vance of the art makes a substitution of new equipment desirable 
and economical. The expense of this substitution which does not 
increase the gross earning capacity cannot be fairly charged to capital 
account, but should be defrayed out of a suitably supported depre- 
ciation fund which has been gradually accumulated out of the earn- 
ings during the life of the equipment, and which, at the end of the 
life period, has become equal to the first cost of the original equip- 
ment diminished by the amount of any "scrap" value or salvage which 
may be obtained from the discarded equipment. Interest accretions 
will add to the amount as the fund grows, and the annual sum set 
aside out of the earnings should be adjusted with this in view. Three 
per cent, is a conservative rate of interest to set as the minimum which 
ought to be accepted on the moneys of a trust fund, within which 
category this depreciation fund belongs, and our table is computed 
on the basis of that percentage. A higher rate of interest would 
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obviously decrease the size of the annual contributions to the fund 
which must be made from earnings, but it is not safe to count upon 
a higher rate of interest being procurable for a trust fund. 

The rate at which the telephone art is advancing, and the delicacy 
of the apparatus used, makes it a matter of particular importance for 
a telephone company to establish a proper depreciation fund. De- 
preciation is distinct from maintenance, which latter includes cur- 
rent repairs that are required to keep the plant in first-rate working 
order as long as it is economically workable at all. 

When dealing with reconstruction we have tried to arrive at the 
best judgment of the effect of future street and park improvements 
on the existing plant of the Chicago Telephone Company; and we 
have given due consideration to the fact that the telephone conduit 
and cable equipment in the heart of the city is likely to be soon dis- 
turbed by the construction of street railway subways. 

The computations of the .Commission are made on the basis of 
the original cost of the tangible property, excluding land, stock of 
materials and cash on hand, owned by the Chicago Telephone Com- 
pany within the City of Chicago at the end of 1905. This differs 
from the "book value" of the same part of the property by an amount 
equal to the sums heretofore written off for depreciation. We con- 
sider it proper to make our estimate of the depreciation rate on the 
basis of the first cost. The percentage values attributed to the de- 
preciation fund will be approximately the same for other years, and 
are applicable to present conditions within the City of Chicago. We 
have taken the estimate of the relative values of the different sub- 
divisions of the plant as set forth by the engineers of the Chicago 
Telephone Company. An independent verification of the accuracy 
of these subdivisions of the total cost was impossible on account of 
the limited time at our disposal, but they appear to us to be reasonably 
accurate. 

Table No. 8 gives our estimate of the Depreciation and Insur- 
ance Fund. The percentage of the plant cost to be set aside each 
year for a reserve for depreciation, reconstruction and special insur- 
ance aggregates 8 per cent. Of this, the depreciation reserve is 
5^4 per cent, of the cost of the plant, and the reserve for reconstruc- 
tion and insurance is 2% per cent. 

The first column of Table No. 8 names the subdivisions of the 
plant ; the second column gives the value of plant in each subdivision ; 
and the following columns contain our estimates. As shown in the 
table, the life of underground conduit is long, but it affords no sal- 
vage. The reconstruction expense which we estimate for conduit 
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includes the effect of sewer construction, park improvements, etc., 
and the probable effect of the future construction of street railway 
subways in the heart of the city. The salvage of cables is high on 
account of the relative ease of removing cables and the large per- 
centages of recoverable copper and lead which they contain. The 
reconstruction estimate for cables is made to cover the effect of 
sewer construction, park improvements, etc., and street railway sub- 
ways. Pole lines and their appurtenances are relatively short lived. 
There is very little salvage except from the aerial copper wires and 
cables. The reconstruction estimate is made with a consideration 
of street and park improvements, future extension of the underground 
boundaries, track elevation, etc. 

Private branch exchange and central office switchboards are of 
notably short average life on account of the rapid rate at which the art is 
advancing, but the salvage is considerable because parts of the old 
equipment can be modified for use in the construction of the new, or 
the discarded equipment sometimes has a value for use in less im- 
portant centers. The estimates set down in columns 7 and 8 in con- 
nection with the switchboards and subscribers' instruments, are made 
to cover fire insurance in excess of that which can be carried at rea- 
sonable rates with the underwriters. 

The total of our estimates for reconstruction and insurance is 
somewhat over half as large as the corresponding total of the esti- 
mates presented by the Chicago Telephone Company, but the engi- 
neers of that company have included in their estimates some expense 
caused by the moving of customers and the like, which belongs in 
ordinary maintenance and is not a proper charge against this fund. 

This Table No. 8 is made out on the plant values of the Chicago 
Telephone Company, but we believe that the final figures obtained 
from the computations are reasonably applicable to any similar tele- 
phone plant located in Chicago. 

The underground district to be required of any company receiv- 
ing a franchise has been defined to conform with the lines agreed to 
by the Chicago Telephone Company in conference with your com- 
mittee. The boundary of this district is shown by the full line in Map 
No. 2. The underground district fixed by the terms of the Chicago 
Telephone Company's ordinance of 1889 is shown by the dot and dash 
line df the same map; and the boundary of the underground district 
defined by the proposed ordinance printed by the Manufacturers' 
Company is shown by the dotted line. In our understanding that 
the Manufacturers' Company have undertaken to extend the bound- 
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ary of their proposed underground district to bring it to coincide with 
that of the Chicago Telephone Company's proposed boundary. 
The proposed ordinance section is as follows : 

Section — . The Chicago Telephone Company shall place aii»l 
keep in underground conduits all the wires, cables and electrical con- 
ductors which it may now or hereafter have in or on the streets, 
within the following boundaries, namely: Commencing at the inter- 
section of Lake Michigan and Howard Avenue, thence west on 
Howard Avenue to East Ravenswood Park Avenue, south to Irving 
Park Boulevard, west to Western Avenue, south to Diver sey Boule- 
vard, west to Kedzie Avenue, south to Chicago Avenue, west to 40th 
Avenue, south to 26th Street, east to Centre Avenue, south to 79th 
Street, east to Vincennes Road, north to 69th Street and east to Lake 
Michigan. 

IV. 

« 

THE desirability and practicability of universal toll connections 

WITH THE CITY OF CHICAGO. 

In order to determine whether it is desirable or practicable to 
require, by ordinance, any telephone company operating in the City 
of Chicago to connect with any or all companies operating outside of 
Chicago, for the purpose of transmitting toll or long distance mes- 
sages, it is necessary to consider the two principal ways by which tele- 
phone service is furnished, namely : by "Bell companies" and "Inde- 
pendent companies:" 

The term "Bell" is applied to all companies operating under li- 
censes and sub-licenses from the American Bell Telephone Company, 
and the term Independent is applied to all companies which have no 
direct relations with the Bell companies, and which are usually op- 
erated in competition with them. The so-called sub-license com- 
panies are, in most instances, companies which were originally In- 
dependent in their organization, but which have entered into contract 
relations with Bell Companies for the purpose of interchanging ser- 
vice. Most of these sub-license companies are situated in localities 
where the Bell companies have never established plants, or where 
Bell plants have been established and later consolidated with the In- 
dependent plant and operated under a sub-license arrangement, so 
that, so far as we are concerned in the consideration of this question, 
the sub-license companies are classified with the Bell companies. 

As is well known, the service of the Bell companies extends 
throughout practically all the principal cities and towns of the coun- 
try, and these cities and towns are connected by an extensive system 
of long distance and toll lines. The Independent companies, during 
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the past few years, have developed extensively, having well estab- 
lished exchanges in a majority of the large cities and towns, and are 
rapidly developing their toll and long distance lines connecting these 
exchanges, which, in many localities, are as extensive and, in some, 
more extensive, than those of the Bell. Their inter-urban telephone 
lines and county systems, furnishing telephone service in the rural 
communities, were first established, and their growth has been so 
great as to form a very important factor in the commercial develop- 
ment of many localities. 

Investigation shows that approximately ninety per cent, of all 
toll and long distance messages in and out of Chicago are trans- 
mitted in an area contained within a radius of 100 miles from the 
central part of the city. 

In order to determine whether it is necessary, from a business 

standpoint, to require the Chicago Telephone Company, should it be 
granted a franchise, to provide telephone connections and facilities with 
any and all telephone companies doing business outside the city, we have 
tried to ascertain the number of incorporated cities, towns and vil- 
lages, having a population of 500 inhabitants or more and located 
within a radius of 100 miles of the central part of Chicago, which at 
present have no telephone connection with the city. We have studied 
this territory carefully, spending a large amount of time gathering 
data from every available source, but, as far as we could learn, there 
are no such incorporated cities, towns or villages which at present do 
not have telephone connections with Chicago. 

We have endeavored to obtain similar information regarding the 
exchange and toll line connections of the Independent companies 
within the same area, but could not find such reliable information 
available. We did secure, however, enough information to convince 
us that, should a franchise be granted to an Independent company 
in the city, and the Chicago Telephone Company be denied a fran- 
chise and its plant cease to be operated, there would then be many 
towns within the above. area cut off from telephone communication 
with the city, unless the present Bell companies operating therein and 
the Independent company in the city would voluntarily, or by re- 
quirement, connect their lines and interchange service. 

From the above it will be seen that, under present conditions, 
there is ample opportunity for all people within this area to provide 
themselves with telephone connection to the city, but that, should 
the Chicago Telephone Company's plant be displaced by an Indepen- 
dent plant, then with the area as it is now developed by the Inde- 
pendents, it would be desirable to provide some means for connect- 
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ing the outside Bell lines with the lines of the Independent company 
in Chicago. 

In regard to the demands of the Independent telephone companies 
for obtaining toll connection with the city, it is our understanding 
that all of the demands that have been made have originated with a view 
to obtaining such toll connections, not with a Bell company, but 
with an Independent company, to be established within the city. In 
view of recent events connected with the history of the Illinois Tun- 
nel Company, there is reason to believe that the telephone business 
of that company will be developed, and that arrangements will be 
made for carrying on a toll and long distance business with the out- 
side Independent telephone companies. 

We have found, by careful inquiry, that the responsible Inde- 
pendent companies outside of Chicago, having no toll connection with 
the city, do not desire such connection with a Bell company, but that 
they do desire such connection provided it can be made with an In- 
dependent company doing business within the city. 

One of the principal advantages to be derived by the Indepen- 
dent telephone companies outside of the city and by the subscribers 
to their systems would be that, having an Independent telephone 
connection with the city, many of the subscribers would be relieved 
of the necessity of maintaining two telephones, as they are now do- 
ing, the Bell telephone being maintained for the principal purpose 
of furnishing facilities for long distance business. 

The practicability of enforcing Independent telephone companies 
to connect with Bell companies, or vice versa, by ordinance, has 
several serious objections, when viewed from the technical and oper- 
ating standpoints. In order that a satisfactory interchange of tele- 
phone service may be effected, business harmony must exist between 
the connecting companies, and suitable arrangements must be made 
which will insure good service. Arrangements for good toll service 
require that all operating rules should be similar, and that they 
should be vigorously enforced by all companies interchanging busi- 
ness, and this requires unity of purpose, and that some central man- 
agement or organization shall be ultimately responsible for the 
methods of handling the service. A high standard of transmission 
is required for toll and long distance business, and it is impracticable 
to maintain such a standard unless the necessary telephone equip- 
ment is designed, manufactured, installed and operated with that 
point in view. The ease with which the service can be interfered with 
by either party to an arrangement of this kind, and the practical im- 
possibility of fixing the responsibility for such interference, would 
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make it impossible to furnish good service, unless it was the desire 
of the two companies that such good service should be furnished. 
It is our opinion that these conditions could not be brought about by 
an ordinance requiring any telephone company within the City of 
Chicago to connect its lines and interchange service with any tele- 
phone company outside the city. 

In case a franchise is granted to the Chicago Telephone Com- 
pany, all important towns outside of Chicago will be connected, as 
they now are. In case a franchise is granted to an Independent com- 
pany, and the Chicago Telephone Company's plant ceases to be op- 
erated, it would then be desirable to have the Independent company 
in Chicago furnish connection to the Bell companies outside; but, 
even though such a connection is desirable, it would hardly prove 
practicable unless it was voluntary on the part of both companies. 

Our consideration of the question leads us to the conclusion that 
enforced connection between these two interests, against the wishes 
of either, or both, would be conducive to poor service, and in the 
end would prove very unsatisfactory to both the telephone companies 
and the public. 

V. 

CONCLUSIONS. 

1. The project of the Manufacturers' Telephone Company is not 
feasible, because 

(a) A plant to replace the service of the Chicago Telephone Com- 
pany could not be constructed in less than double the time available, 
and even that minimum of time would be so short as to result in con- 
fusion and inconvenience during the early months of operation of the 
new plant. 

(6) The semi-automatic mode of operation proposed by the Man- 
ufacturers' Telephone Company is substantially untried as a com- 
mercial arrangement for use on a large scale. It bears indications of 
being a desirable method of telephone operation, but it has not yet 
been fully developed and it is unwise to make an experimental trial 
in so large a plant as that required to give service to the entire City 
of Chicago. Even if the apparatus adopted ultimately proved suc- 
cessful, the confusion resulting from defects which always appear in 
new and untried apparatus would probably produce confusion for 
many months after the plant was put in operation. 

(c) The methods of charging and rates proposed by the Manufac- 
turers' Company are not adapted to enable the company to give first 
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class service throughout the city and pay ordinary interest on the 
investment, after setting aside reasonable reserves for depreciation 
and contingencies, and the company's operations, if extended through- 
out the city, would "ultimately result in financial difficulties or an, 
application to the Council for the privilege of changing their sched- 
ule of rates. 

2. Measured rates should be adopted for general service, because 

(a) They require each user to pay for his service in proportion to 
what he uses: This makes it possible for the telephone operating 
company to base its rates for each class of service on the actual cost 
of the service, thereby bringing the service within the means of the 
largest number of people and expanding it so as to be of the maximum 
usefulness in the city. 

(b) Measured rates largely cut off frivolous and otherwise useless 
messages, thereby leaving the subscribers' lines open for all impor- 
tant messages. 

(c) The reduction of calls per telephone following the general use 
of measured rates results in a great reduction of the unavailing calls, 
which are now approximately one-third of the total calls in Chicago, 
and it thereby reduces the expenses of operating, and this makes a 
general reduction in the rates practicable. 

(d) The introduction of measured rates tends to level off the loac- 
curve, reducing the relative height of the peaks, so that the actual 
cost of operating for each message passed through the hands of the 
telephone company becomes less, and this also tends towards mak- 
ing a reduction in the price of telephone service practicable. 

3. A partial use of flat rates may be applied in connection with 
residence and neighborhood exchange telephones because 

(a) These telephones are subject to a smaller average use than city 
rate business telephones and the flat rates applied to them do not 
so seriously increase the unavailing calls; also the use of the indi- 
vidual telephones in these classes does not differ so greatly from the 
average use. 

4. Three-party line residence telephones at fifty-one dollars per 
year for each telephone are recommended for trial, as an addition to 
the schedule of rates proposed by the Chicago Telephone Company, 
in case that company is granted a franchise. 

(a) The management of the Chicago Telephone Company argues 
cogently that experience demonstrates that four-party line flat rate 
residence telephones cause bad service on account of the overload- 
ing of the lines unduly increasing unavailing calls, and on account of 
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the mutual interference with each other which occurs between sub- 
scribers. 

(6) They admit that two-party line flat rate residence service is 
satisfactory. 

(c) We believe that three-party line flat rate residence service will 
give reasonably satisfactory service and will be popular, and recom- 
mend its trial on that ground. 

5. We condemn the service of more than four parties on any line, 
because 

(a) It produces bad results from overloading the lines and from 
mutual interference between subscribers. 

6. The Chicago Telephone Company has a desirable plant in 
use and can give good service. We have consulted with Mr. Maclay 
Hoyne, who has outlined an ordinance which we believe will result 
in obtaining for the people of the city good service at a minimum 
cost in case the Chicago Telephone Company is granted a franchise. 

We direct your attention particularly to the schedule of rates 
and to two alternative means which we believe will afford satis- 
factory control of rates. 

(a) The first reserves by contract the right to the City to reasonably 
regulate rates at certain intervals. 

(b) The second limits the net earnings of the company and requires 
any excess of net earnings over the limit to be paid to the City. 

7. We recommend that in case the Chicago Telephone Company 
is given a franchise, the company be required to start a separate set 
of records and books of account relating to its business within the 
City of Chicago, and that these shall be arranged so as to afford data 
for determining the average costs of the several classes of service. 

(a) For this purpose we have proposed that the accounts and records 
shall be kept in a manner satisfactory to the City Comptroller. 

(6) And we further recommend the employment by the City of a 
consulting engineer to advise with the Comptroller and the company 
upon the best form of records to be kept, in order that the costs of 
the different classes of service may be reasonably well known after 
the end of two years. 

8. We recommend that the City Comptroller, after two years 
place before the City Council a statement of the cost of service in 
the different classes as nearly as may be practicable, for the infor- 
mation of the Council in further regulation of rates, in case the 
Chicago Telephone Company is given a franchise with the right of 
regulation reserved to the City according to our first alternative. 

9. To require an operating company to make toll connections 
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with every applicant company does not seem to us practicable or 
desirable for several reasons, of which the following are sufficiently 
conclusive : 

(a) Business harmony must exist between companies doing a joint 
toll business and the plant of each must be maintained to the satis- 
faction of the other, or the toll service will be seriously impaired or 
rendered valueless. The necessary harmony and unity of purpose 
cannot be obtained by ordinance. 

(fr) We have studied the toll situation within a radius of 100 miles 
from Chicago and find that this area, under present conditions, is 
well provided with telephone connections entering Chicago. 

(c) Our inquiries show that "telephone free trade" is plainly not 
desired by the people of responsibility related to either the Bell or the 
Independent companies. 

Respectfully submitted, 

(Signed) Dugald C. Jackson, 
William H. Crumb, 
George W. Wilder. 
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Population, 
Federal 
Census. 
28,269 



109,206 



298,977 



DATA FOR CHART NO. 1. 

Showing Population of Chicago in the Past, Taken from School Census and Federal 

Census Reports. 

Population, 
Tear. School 

Census. 
1850 29,963 

1853 50,130 

1856 84,113 

1860 

1862 138,186 

1864 169,353 

1866 200,418 

1868 252,054 

1870 306,605 

1872 367,396 

1874 395,408 

1876 407,661 

1878 436,731 

1880 491,516 

1882 560,693 

1884 629,985 

1886 703,817 

1888 802,951 

1890 1,208,669 

1892 1,438,010 

1894 1,567,727 

1896 1,616,635 

1898 1,851,588 

1900 2,007,695 1,698,575 



503,298 



1,099,850 
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DATA FOR CHAJRT NO. 3. 

.Showing the growth of the area of the City of Chicago. 

Number of 
Square Miles. 

Total area, March 4, 1837, the date of incorporation 10.635 

First extension, February 16, 1847 3.375 

Second extension, February 12, 1853 3.988 

Third extension, February 13, 1863 6.284 

Fourth extension, February 27, 1869 11.380 

Fifth extension, May 16, 1887 1.000 

Sixth extension, April 29, 1889 7.150 

Seventh extension, July 15, 1889 126.070 

Eighth extension, April 1, 1890 1.773 

Ninth extension, May 12, 1890 2.899 

Tenth extension, November 4, 1890 4.603 

Eleventh extension, April 7, 1 891 0.981 

Twelfth extension, April 4, 1893 3.875 

Thirteenth extension;, November 7, 1893 2.125 

Fourteenth extension, February 25, 1895 •. . 1.000 

Fifteenth extension, April 4, 1899 •. 3.500 

Total area to date, square miles 190.638 
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DATA FOR CHART NO. 4. 
Showing the Growth in Numbers of Telephones in Use in Chicago and 

Number 
Telephones, 
Month. Year. Chicago Ex- 

change District. 

February, 1893 8,679 

August, 1893 9,751 

February, 1894 9,443 

August, 1894 9,744 

February, 1895 9,980 

August, 1895 10,467 

February, 1896 10,777 

August, 1896 11,291 

February, 1897 11,479 

August, 1897 11,058 

February, 1898 

August, 1898 

February, 1899 16,310 

August, 1899 18,013 

February, 1900 20,380 

August, 1900 23,187 

February, 1901 27,929 

August, 1901 32,728 

February, 1902 : 41,232 

August, 1902 50,118 

February, 1903 60,588 

August, 1903 68,508 

February, 1904 76,218 

August, 1904 82,217 

February, 1905 . 87,847 

August, 1905 96,260 

February, 1906 105,861 

August, 1906 115,427 



New York. 

Number 

Telephones, 

New York. 

(Manhattan 

and Bronx). 



11,218 
11,853 
14,647 
18,173 
23,046 

• ••••• 

28,423 

40,437 

53,394 

60,877 

71,219 

79,686 

95,801 

104,392 

120,855 

127,592 

142,951 

152,810 

173,539 

186,120 



RETORT OF THE COMMITTEE ON 



M I I I II 



V- 



n lit e»liolt4»ia± jo jaqlantf- 



GAS, OIL AND ELECTRIC LIGHT. 



137 



DATA FOR CHART NO. 5. 

Showing the Total Originating "Calls" Per Day in the "Chicago Exchange" District 
and the Average Number of "Calls" Per Telephone Per Day. 

Originating 
Total Origlnat- Calls per 

Month. Year. in? Calls. Telephone. 

February, 1893 131,329 15.15 

August, 1893 117,889 12.09 

February, 1894 123,817 13.12 

August, 1894 127,172 13.07 

February, 1895 , 168,295 16.95 

August, 1895 135,964 13.00 

February, 1896 186,423 17.32 

August, 1896 172,213 15.71 

February, 1897 188,206 16.40 

August, 1897 175,959 15.42 

February, 1898 

August, 1898 

February, 1899 285,468 17.50 

August, 1899 239,150 13.28 

February, 1900 315,100 15.47 

August, 1900 303,465 14.87 

February, 1901 419,433 14.22 

August, 1901 392,827 12.02 

February, 1902 511,033 12.40 

August, 1902 515,207 10.03 

February, 1903 654,638 10.08 

August, 1903 562,365 8.21 

February, 1904 715,020 9.38 

August, 1904 653,246 7.70 

February, 1905 840,053 9.57 

August, 1905. 759,739 7.85 

February, 1906 952,159 s 9.01 

August, 1906 . . i 916,622 7.95 
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DATA FOR CHART NO. 6. 

Showing the Growth of the Different Classes of Service in the "Chicago Exchange" 

District; that is, Excluding the "Neighborhood" Exchange Telephones, which 
Aggregated 8,570 on January 1, 1907. 

Hob cd bo 9? !n Q> as n m 

— ~ © -*5 a> © vga ?. . O+jM o -P © So 

g§sf *»I "IS ItagM %&£ if 

August, 1901 4,246 6,769 4,922 10,564 3,848 2,379 

February, 1902 6,385 6,755 5,240 11,406 8,912 2,534 

August, 1902 8,014 7,440 5,205 12,556 13,989 2,914 

February, 1903 10,562 7,049 5,526 14,983 19,128 3,340 

August, 1903.. 13,408 7,291 5,529 18,220 20,167 3,893 

February, 1904 15,475 7,461 5,736 20,872 22,299 4,375 

August, 1904 17,445 7,596 5,764 22,950 23,568 4,894 

February, 1905 18,643 7,801 6,096 24,916 25,107 5,284 

August, 1905 20,736 8,183 6,113 27,216 27,959 6,053 

February, 1906. : 22,550 8,393 6,509 29,538 32,216 6,655 

August, 1906 23,942 9,163 6,511 30,657 38,461 6,693 
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DATA FOR CHART NO. 7. 

Showing the Numbers of Flat Rate Lines (Including Commutation Trunk Lines 
Connected with Private Branch Exchanges) and Measured Rate Lines in 
"Chicago Exchange" District, Excluding Ten-Party Lines. 



Month. Year. 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 

February 

August, 



Number of 

Flat Rate 

Lines. 

1893 8,679 

1893 9,751 

1894 9,443 

1894 9,744 

1895 9,980 

1895 10,467 

1896 10,777 

1896 11,291 

1897 10,958 

1897 11,000 

1898 

1898 

1899 11,733 

1899 12,359 

1900 10,429 

1900 9,967 

1901 10,247 

1901 10,879 

1902 10,761 

1902 11,019 

1903 11,442 

1903 11,879 

1904 12,250 

1904 12,336 

1905 12,657 

1905 13,209 

1906 13,599 

1906 14,482 



Number of 

Measured 

Bate 

Lines. 



521 
654 



1,046 

1,458 

4,581 

6,679 

7,812 

10,119 

10,466 

11,799 

13,190 

15,306 

16,668 

17,406 

18,063 

19,669 

21,352 

22,012 
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DATA FOR CHART NO. 8. 

Showisg the Total Number of "Calls" Per Day Originating from Flat Sate Tele- 
phones and from Measured Rate Telephones in "Chicago Exchange" District, 
Excluding Ten-Party Telephone*. 



Month. Year. 



Calls 
per Day, 
Measured 

Rate. 



February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 

February, 

August, 



1893 

1893 

1894 

1894 

1895 

1895 

1896 

1896 

1897 

1897 

1898 

1898 

1899 

1899 

1900 

1900 

1901 

1901 

1902 98,383 

1902 110,109 

1903 152,126 

1903 154,646 

1904 202,506 

1904 190,724 

1905 242,556 

1905 220,570 

1906 283,475 

1906 260,299 



4,554 
5,996 



14,478 
16,179 
39,837 
49,082 
68,037 
69,835 



Calls 

3f* £**> 
Flat Bate. 

131,329 
117,889 
123,817 
127,172 
168,295 
135,964 
186,423 
177,213 
183,652 
169,963 



270,990 
222,971 
275,263 
254,383 
347,573 
304,576 
376,051 
353,373 
417,113 
342,526 
429,523 
388,575 
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DATA FOR CHART NO. 9. 

Showing; the Average Number of Daily "Calls" Per Line and Per Telephone on Flat 
Rate Lines and Measured Rate Lines in "Chicago Exchange" District, Ex- 
cluding Ten-Party Telephones. 



Month. Year. 









February, 1893 

August, 1893 

February, 1894 

August, 1894 

February, 1895 : 

August, 1895 

February, 1896.- 

August, 1896. . . 

February, 1897 8.75 

August, 1897 9.16 

February, 1898 

August, 1898 

February, 1899 13.85 

August, 1899 11.10 

February, 1900 8.70 

August, 1900 7.35 

February, 1901 9.18 

August, 1901 8.71 

February, 1902 9.40 

August, 1902 9.35 

February, 1903 11.50 

August, 1903 10.10 

February, 1904 12.10 

August, 

February, 

August, 

February, 

August, 



1904 10.90 

1905 ? 13.40 

1905 11.20 

1906 13.30 

1906 11.80 



15.15 
12.09 
13.10 
13.05 
16.90 
13.00 
17.30 
15.70 
16.75 
15.44 



23.1 

18.05 

26.3 

25.6 

34.9 

28.0 

35.0 

32.1 

36.5 

28.9 

35.1 

31.5 

40.0 

34.6 

41.4 

38.0 




8.75 
9.16 



13.80 
11.10 
8.15 
6.53 
7.42 
6.73 
7.10 
6.73 
7.60 
6.03 
6.82 
5.80 



15.1 
12.1 
13.1 
13.0 
16.S 
13.0 
17.3 
15.7 
16.7 
15.4 



17.8 
13.5 
17.9 
16.2 
20.6 
17.5 
20.3 
17.8 
19.5 
15.1 
17.8 
15.1 
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DATA FOR CHART NO. 10. 

Showing the Number of Ten-Party Telephones, the Total Number of 
Day Originating from Ten-Party Telephones, and the average 
"Calls" Made Daily Per Telephone. 



Total 
Number of 
Month. Year. Calls per Day 

February, 1902 36,599 

August, 1902 51,725 

February, 1903 85,399 

August, 1903 65,193 

February, 1904 82,981 

August, 1904 , 73,947 

February, 1905 91,753 

August, 1905 79,364 

February, 1906 105,521 

August, 1906 106,847 



Number of 
Telephones. 

8,912 
13,989 
19,128 
20,167 
22,299 
23,568 
25,107 
27,959 
32,216 
38,461 



"Calls" Per 
Number of 



Average 

Number of 

Dally Calls 

per 
Telephone. 

4.11 
3.70 
4.46 
3.24 
3.71 



•i.io 



3.65 
2.84 
3.28 
2.77 
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DATA FOR CHART NO. 11. 

Record of Observations Made for the Purpose of Learning the Relation between the 
Number of Times a Line Is Used in an Homr and the Number of Times the 
Line Is Reported Busy During the Same Hour. 



Messages in 

an* Hour, Number of 

Out and In. Observations. 

1 

2 256 

3 251 

4 258 

5 a 276 

6 246 

7 251 

8 184 

9 148 

10 114 

11 114 

12 89 

13 ... * 59 

14 58 

15 54 

16 41 

17 28 

18 28 

19 ' 25 

20 13 

21 . . . 16 

22 11 



Number of 

Times Line 

Reported 

Busy. 


Average 

Number 

of Times 

Line 

Reported 

Busy. 


• • 

48 


.19 


75 


.30 


80 


.31 


209 


* .76 


197 


.80 


341 


1.36 


246 


1.34 


236 


1.59 


259 


2.27 


356 


3.12 


197 


2.21 


188 


3.19 


220 


3.80 


156 


2.87 


170 


4.15 


193 


6.90 


161 


5.75 


77 


3.08 


131 


10.08 


164 


10.25 


113 


10.28 
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DATA FOR CHART NO. 12. 

1 m Showing the Change in the Average Price Paid Each Year Per Telephone in Chicago 

for the Last Ten Years, Excluding "Neighborhood" Telephones. 

Average Number Average Bate 

of Telephones Paid per 

i In Use During Telephone During 

| Year. the Year. the Year. 

| 1897 13,163 $123.53 

\ 1898 15,020 120.47 

1899 18,377 112.80 

1900 23,586 100.81 

1901 33,831 87.22 

i 1902 50,642 70.33 

J 1903 68,271 63.99 

1904 81,445 61.14 

1905 95,566 57.79 

1906 113,782 53.29 
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DATA FOR CHART NO. 13. 

Showing the Change in the Average Price Paid Each Year Per Telephone in the 

"Neighborhood Exchange" Districts for the Last Ten Years. 

Average Number Average Rate 

of Telephones Paid per 

in Use During Telephone 

Year. the Year. During the Year. 

1897 352 $60.85 

1898 393 59.25 

1899 655 48.29 

1900 977 39.04 

1901 1,325 32.77 

1902 2,042 28.15 

1903 3,170 29.43 

1904 4.366 27.72 

1905 5,674 26.42 

1906 7,404 25.24 
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DATA FOR CHART NO. 14. 

Showing the Number of Telephones in Use in Chicago for Each One Hundred 

Inhabitants. 



Year. Population. 

1894 1,567,727 

1896 1,616,635 

1898 1,851,588 

1900 1,698,575 

1901 1,773,939 

1902 1,863,833 

1903 1,970,450 

1904 2,075,528 

1905 . 2,206,009 

1906 2,341,420 



Average 

Number of 

Telephones. 


Number of 

Telephones per 

One Hundred 

Inhabitants. 


9,594 


.61 


11,034 


.69 


15,020 


.81 


23,586 


1.39 


33,831 


1.91 


50,642 


2.80 


68,271 


3.65 


81,445 


3.92 


95,566 


4.33 


113,782 


4.86 
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DATA FOR CHART NO. 15. 

Showing the Way in which Txunked Calls ("B" Calls) Increase as the Service Extends. 

Total 

Total Originat- Total Flat Total "B" Measured 

ing Calls. Rate Calls. Calls. Rate Calls. 

February, 1900 315,100 275,263 39,837 

August, 1900 303,465 254,383 220,913 49,082 

February, 1901 419,433 347,573 280,666 71,860 

August, 1901 

February, 1902 511,033 376,051 358,544 134,982 

August, 1902 515,207 353,373 352,311 161,834 

February, 1903 654,638 417,113 417,240 237,525 

August, 1903 562,365 342,526 367,201 218,839 

February, 1904 715,020 429,533 442,579 285,487 

August, 1904 653,246 388,575 408,614 264,671 

February, 1905 740,053 505,744 493,108 334,309 

August, 1905 759,739 456,805 452,778 299,934 

February, 1906 952,159 563,163 552,751 388,996 

August, 1906 916,622 549,476 528,986 367,146 
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REPORT OF LINN H. YOUNG, ON RATES AND SERVICE. 



REPORT OF LINN H. YOUNG, ON RATES AND SERVICE. 



Chicago, November 27, 1906. 
To the Committee on Gas, Oil and Electric Light : 

Gentlemen — At a meeting of the Committee held October 10th, 
1906, I suggested that I had collected, during the Council vacation, con- 
siderable information regarding telephone rates and service in large cities. 
The Committee requested that I put the same in form and present it to the 
Committee. The information is hereto attached and respectfully sub- 
mitted. 

The figures on the population of the various cities were furnished by 
the City Statistician, Mr. Hugo Grosser, with the statement that they are 
the census estimates for 1904. 

The telephone rates given for the various cities are taken from rate 
cards published by the companies, and in some cases from written com- 
munications from company officials. I regard the schedules as reliable. 

The general information, outside of rates, was secured from officials 
of the different companies. The figures indicating the number of tele- 
phones operated by the various companies were secured in this way. No 
effort has been made to verify them by telephone directories or otherwise. 

Trusting that the information may be of some value to the Com- 
mittee, I am 

Very respectfully, 

Linn H. Young, 

Chairman. 



172 REPORT OF THE COMMITTEE ON 

NEW YORK CITY AND BROOKLYN, N. Y. 

(Greater New York) 
Population, 3,888,000. 

NEW YORK TELEPHONE COMPANY. 

MANHATTAN AND THE BBONX MESSAGE RATE DISTRICTS. 

District No. 1 — Manhattan to 110th street. 
District No. 2 — 110th street to the Bronx. 
District No. 3— The Bronx. 

A local message rate call is defined as follows : 
From District No. 1 — Any call within the area of Districts 1 and 2. 
From District No. 2 — Any call within the area of Districts 1, 2 and 3. 
From District No. 3 — Any call within the area of Districts 2 and 3. 
The rate for a message between Districts 1 and 3 is 10 cents. 

RATES. 

BUSINESS OB RESIDENCE — ALL DISTRICTS. 

Direct Line — Amount. Excess. > t 

600 Calls $48 5 cents 

800 Calls 57 5 cents 

1000 Calls 66 5 cents 

1200 Calls 75 5 cents 

1500 Calls 87 5 cents 

1800 Calls 99 5 cents 

2100 Calls Ill 5 cents 

2400 Calls 123 5 cents 

2700 Calls 135 5 cents 

3000 Calls 147 4 cents 

3300 Calls 156 4 cents 

3600 Calls 165 4 cents 

3900 Calls 174 4 cents 

4200 Calls 183 4 centa 

4500 Calls 192 4 cents 

4800 Calls 201 4 cents 

5100 Calls 210 4 cents * 

5400 Calls 219 4 cents 

5700 Calls 228 4 cents 

RESIDENCE — ALL DISTRICTS. 

Business — Districts 2 and 3. 

Two-Party Line — Amount. Excess. i 

600 Calls $42 5 cents ] 

800 Calls 51 5 cents j 

1000 Calls 60 5 cents 

1200 Calls 69 5 cents 

1500 Calls 78 5 ecnts 

Residence — District 2. 

Four-Party Line — Amount. Excess. ! 

600 Calls $36 5 cents 



{ 
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PRIVATE BRANCH EXCHANGE. 

Minimum equipment, consisting of switchboard, operating telephone, two lines to 
Central Office, two telephone stations and 3,600 local messages in one year, $204. 

Additional lines, each, $24. 

Additional stations, each, $6 

Additional messages when contracted for in advance in lots of 400, per hundred, 
$3. 

Excess messages, 4 cents each. 

BRONX FLAT RATES. 

Business — Direct line, $48 ; two-party line, $36. 

Residence — Direct line, $36 ; two-party line, $30 ; four-party line, $24. 
Calls outside of Bronx but north of 110th street, 5 cents extra; calls into Man- 
hattan district, 10 cents. 

Extension telephone, business or residence, $6 per year. 

LISTINGS. 

For a party line, only one free listing allowed. 

For a residence, direct line, two listings for members of family, free. 

For a business message rate, direct line, or a business flat rate, direct line in 
District 3, three listings allowed for persons associated in business. 

For business private exchange branch, four listings allowed, plus one for each 
trunk line in excess of two, and one for each station off the premises, if associated with 
the subscriber. 

For hotel and apartment houses, private branch exchange, four listings are 
allowed. 

Extra listings, $3 per year, each, as follows : Listing of permanent guest of hotel 
or apartment house ; listing of subscriber whose name is spelled in two ways ; listing 
of party not related to subscriber, in connection with message rate station. 

NUMBER OF STATIONS, SEPTEMBER 1ST, 1906. 

Pay stations 8,570 

Message rate 169,915 

Flat rate 609 

Company's service 1,204 

Total 180,298 

Direct line 61,512 

Party line 7,673 

Private Branch Exchange 94,991 

Extensions 16,122 

Total 180,298 

Business 117,993 

Residence 62,305 

Total 180,298 

Private line, speaking tube and leased instruments 5,357 

Total 185,655 

No compensation to city on gross receipts. Twenty-five per cent reduction for city 
service. 
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BOROUGH OF BROOKLYN INCLUDING L. I. CITY AND ASTORIA IN BOROUGH OF QUEENS. 

District No. 1 — Borough of Brooklyn. 
District No. 2 — Long Island City and Astoria. 
District No. 3 — Bath Beach and Coney Island. 

A local message rate call is defined as follows: 

From District No. 1 — Any call within the areas Districts 1, 2 and 3. 
From District No. 2 — Any call within the areas Districts 1 and 2. 
From District No. 3 — Any call within the areas Districts 1 and 3. 

RATES. 

BUSINESS OR RESIDENCE — ALL DISTRICTS. 

Direct Line — Amount. Excess. 

600 Calls $48 5 cent* 

800 Calls 57 5 cents 

1000 Calls 66 5 cents 

1200 Calls 75 5 cents 

1500 Calls 87 5 cent* 

1800 Calls 99 5 cents 

2100 Calls Ill 5 cents 

2400 Calls 123 5 cents 

2700 Calls 135 5 cents 

3000 Calls 147 4 cents 

Additional messages in lots of 300, $3 per hundred ; single messages, 4 cents each. 

RESIDENCE OR BUSINESS — ALL DISTRICTS. 

Two-Party Line — Amount. Excess. 

600 Calls $42 5 cents 

800 Calls 51 5 cents 

1000 Calls 60 5 cents 

1200 Calls 69 5 cents 

1500 Calls 78 5 cents 

RESIDENCE ONLY ALL DISTRICTS. 

Four-Party Line — Amount. Excess. 

600 Calls $36 5 cents 

RESIDENCE ONLY — UNLIMITED LOCAL SERVICE. * 

Direct line $60 per year 

Two-party line 48 per year 

In borough of Queens, flat rate local service will be provided in Districts A, B 
and C as follows: 

Business — Direct line, $48; two-party line, $36. 

Residence — Direct line, $36 ; two-party line, $30 ; four-party line, $24. 

Extension stations, $6 each, per year. 

Number of stations, 50,268. 
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PHILADELPHIA, PA. 
Population, 1,393,000. 

THE BELL TELEPHONE COMPANY OF PHILADELPHIA. 

RATES. 

Business — Direct line, $160 per year. 

Unlimited — This rate no longer quoted. (There are about 2,000 stations under 
this service). 

MEASURED SERVICE. . 

Direct Line — Business Residence 

Rates. Rates. 

800 Calls . .$ 69 " 800 Calls $ 60 

1000 Calls 78 1000 Calls 69 

1600 Calls 105 1400 Calls 84 

1800 Calls 114 2000 Calls 105 

3000 Calls 150 

Additional calls, business, up to 1,600, 5 cents; over 1600, 4 cents. 
Additional calls, residence, up to 1,400, 5 cents; over 1,400, 4 cents. 
Two-Party Line — Business Residence. 

Rates. Rates. 

600 Calls $48 400 Calls $ 33 

800 Calls 57 600 Calls 42 

1200 Calls 75 1200 Calls 69 

1800 Calls 102 

Additional calls, business or residence, 5 cents 

ZONE RATES — UNLIMITED. 

Business — Direct line, $90; two-party, $75. 
Residence — Direct line, $36; two-party, $30; four-party, $24. 
(Flat rate in northern, eastern or western zone, with 5-cent charge to any other 
zone. ) 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $36 per year. 

Trunks, each, $36 per year. 

Stations, $12 per year. 

Calls, $3 per one hundred. 
The following rates will soon be in effect: 

Switchboard, $24 per year. 

Trunks, $24 per year. 

Stations, $6 per year. 

Calls, $3. per one hundred. 

Extension telephone, in all classes of service except unlimited business, $12 
per year. 

LISTINGS. 

Direct line — Three listings allowed; additional listings, $3 per year. 
Two-party — One listing allowed; additional listings, $3 per year. 
Private branch exchange — Four listings allowed; additional listings, $3 per year. 
(One extra listing is allowed for each trunk over two.) 
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Pay stations, 5 cents within a zone, 10 cents to another zone. 
No mileage charges in Philadelphia County. 
Total number of stations, 90,500. 

KEYSTONE TELEPHONE COMPANY. 

RATES. 

UNLIMITED, 

Direct Line — Business, $80; residence, $48 per year. 

MEASURED SERVICE — BUSINESS AND RESIDENCE. 

Direct Line— Rate Excess 

1120 Calls $56 4 cents 

Two-Party— 

480 Calls , $24 4 cents 

630 Calls 30 4 cents 

800 Calls 36 4 cents 

1000 Calls 42 4 cents 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $30 per year; first trunk, $80 per year; additional trunks, $60 per 
year, each; service unlimited. 

Extension Telephone, including bell, $12 per year. 

Two listings allowed; additional listings, $5 each, (measured service). 

Extra listings, direct line, unlimited service, $10 each. 

No compensation to the city on gross receipts. 

Free telephones for city service. 

About 15,000 telephones, 95 per cent being business telephones. 

65 per cent duplicated by Bell Company. 



ST. LOUIS, MO. 
Population, 625,000. 

THE BELL TELEPHONE COMPANY OF MISSOURI. 

RATES. 

Business— Direct line, $10.40 per month; two-party line, $8.35 per month. 
Residence— Direct line, $5 per month; two-party line, $3.50 per month; four- 
party line, $3 per month. 

MEASURED SERVICE. 

Business— Direct line, $60 per year (800 messages, excess 3 cents) ; two-party 
line, $48 per year (800 messages, excess 3 cents). 

Residence— Direct line, $48 per year (1,000 messages, excess 3 cents); two- 
party line, $36 per year (800 messages, excess 3 cents). 

COIN DEVICE SERVICE. 

Business— Direct line, 15 cents per day guarantee, excess 3 cents each; two- 
party line, 12i/2 cents per day guarantee, excess 4 cents each; four-party line, 10 
cents per day guarantee, excess 5 cents each. 

Residence Direct line, 12 y 2 cents per day guarantee, excess 3 cents each; two- 
party line, 10 cents per day guarantee, excess 4 cents each; four-party line, 5 
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cents per day guarantee, excess 5 cents each; (all calls under guarantee, 5 cents 
each) . 

IDEAL SERVICE, RESIDENCE ONLY. 

Direct line, $2.50 per month; two-party line, $2 per month; each outgoing 
city message, 3 cents. 

PRIVATE BRANCH EXCHANGE. 

Switchboard including 300 outgoing messages per month, $9 per month. 

Measured service trunks, each, $3 per month. 

Unlimited service trunks, each, $20 per month. 

Terminal stations in same building, 20 or less, 75 cents per month. 

Over 20 stations, 50 cents per month. 

Each outgoing message in excess of the number provided for, 3 cents. 

Extra listing for subscriber or one connected with firm, $5 per year. 

All other extra listing, $10 per year. 

Five per cent paid on gross receipts as a license tax. Regular taxes in addition. 

No free service to the city. 

Total number of telephones, unlimited service, 13,452. 

Total number of telephones, measured service, 23,246. 

Total number of telephones, business, 18,894. 

Total number of telephones, residence, 17,804. 

Total number of telephones, 36,698. 

EINLOCH TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $72 per year; two-party line, $60 per year. 

Residence — Direct line, $48 per year; two-party line, $36 per year; four-party 
line, $24 per year. 

Extension telephone, business, $20 per year. 

Extension telephone, residence, $15 per year. 

Extra listing, subscriber or non-subscriber, $8 per year. 

Company pays 5 per cent compensation on gross receipts, also regular taxes. 

No charge for use of public telephones, except for messages outside of local 
district. 

Special rates for city hall, police and fire alarm service. 

80 per cent of all subscribers on direct line. 

No slot machines in use. 

Total number of telephones, about 20,000. 



BOSTON, MASS. 
Population, 589,000. 

THE NEW ENGLAND TELEPHONE COMPANY. 

(There are two districts, the Metropolitan District including 7 telephone ex- 
changes, and also the Suburban District which includes 6 other exchanges within 



178 REPORT OF THE COMMITTER ON 

the city limits and a large number of exchanges in suburbs near Boston. The rates 
for the Metropolitan District cover the territory of the Suburban, District. The 
Suburban District rates are much lower but a 10 cent toll is required for talking 
into the Metropolitan District. A subscriber in the Suburban District can talk 
throughout both districts withou toll in case he pays the Metropolitan District rate.) 

METROPOLITAN DISTRICT RATES. 

UNLIMITED. 

Direct Line — Business, $162; residence, $116. 
Two-Party— Residence, $90. 

MEASURED SERVICE. 

Direct Line — 600 calls, $60; excess calls, 5 cents. 
Two-Party — 500 calls, $45; excess calls, 5 cents. 

A 

COIN SERVICE. * 

Four-party Line — Calls 5 cents each in Metropolitan District and 10 cents each 
into the Suburban District. A guarantee is required of $3 per month for business 
and $2.50 per month for residence. 

The foregoing rates are for service within two miles of the Central office. A 
mileage charge is added beyond the two-mile limit. 

PRIVATE BRANCH EXCHANGE. 

UNLIMITED. 

No charge for switchboard. 
Each station in same building, $62 per year. 

Each trunk line, distance not exceeding two miles, $168 per year. (About one- 
half dozen, only, of subscribers.) 

MEASURED SERVICE. ^ 

Switchboard and 4,000 calls, $153 per year. 
Each station in same building, $6 per year. 
Each trunk line, (distance not exceeding two miles) $24 per ycfar. 

i 
Excess calls, $3 per hundred. ^ 

Extension telephone, unlimited service, $18 per year. 

Extension telephone, measured service, $6 per year. ■ 

Extension bells, $1.50 per year. | 

Any subscriber, unlimited service, by paying in addition one-half the schedule 
rate (in no case exceeding $50) may allow the use of telephone by another person 
occupying the same office. 

Such use by second party, measured service, $6 per year. 

Additional listing of subscriber's name, unlimited or measured service, $6 per 
year. 

Number of subscribers, in Metropolitan district, 35,191. 

Total number of subscribers in Metropolitan and Suburban districts, reached 
by a subscriber under Metropolitan district rates, approximately 80,000. 

In the Metropolitan district there are 10,705 measured service telephones and 
15,396 unlimited service telephones. 
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BALTIMORE, MD. 
Population, 539,000. 

CHESAPEAKE AND POTOMAC TELEPHONE COMPANY. 

RATES. 
Direct line, $125 per year. (No longer quoted.) 

MEASURED SERVICE — BUSINESS AND RESIDENCE. 

Direct Line — Amount Excess 

600 Calls. $48 5 cents 

800 Calls 57 5 cents 

" 1000 Calls 66 5 cents 

1200 Calls 75 5 cents 

1400 Calls 84 5 cents 

1600 Calls 90 5 cents 

1800 Calls 9fr 5 cents 

2000 Calls 102 4 cents 

Additional messages up to 4,000, at $3 per hundred. 

Two-party line, 30 messages per month, $2.50 per month and 5 cents per mes- 
sage excess. 

RESIDENCE ONLY. 

Four-party line, 600 calls, $36 per year and 5 cents each for excess calls. 

UNLIMITED SERVICE — (RESIDENCE). 

Direct line, $48 per year. 
Two-party, $36 per year. 

# PRIVATE BRANCH EXCHANGE. 

* 

Minimum equipment, switchboard, two trunk lines, two stations on premises, 
and 3,000 local messages in one year, $186. 
Addditional trunk lines, each, $24. 
Additional stations, each, $6. 

Additional messages, 4 cents each, or $3 per hundred by contract. 

Extension telephone on business measured service, or residence measured or 
unlimited service, $6 per year. 

On direct line three listings of those associated in business without extra charge. 
On business party-line only one listing given without extra charge. Under a resi- 
dence contract, one extra listing without charge. In all other cases extra listings, 
$3 each, per year. 

No compensation on gross receipts. 

City service by special contract. 

Total number of stations in Baltimore, 30,000. 

MARYLAND TELEPHONE AND TELEGRAPH COMPANY. 

RATES. 

UNLIMITED. 

» 

Business — Direct line, $72 per year; two-party, $58 per year. 
Residence — Direct line, $60 per year; 'two-party, $48 per year. 
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MEASURED BERVJOB. 




Calls. 


Direct. 


Two-Party. 


Four-Party. 


Excess. 


600 


$44 


$35 


$26 


4 cents 


700 


48 


39 


30 


4 cents 


800 


52 


43 


34 


4 cents 


1000 


58 


49 


40 


3 cents 


1200 


62 


53 


44 


2 cents 



PRIVATE BRANCH EXCHANGE, MEASURED. 

Trunk lines, $30 each; switchboard, no charge; stations, $10 each; 3,000 calls, 
$60; excess calls 2 cents each. 

UNLIMITED. 

Trunk lines, $80 each; switchboard, per point, $2.50 (the lowest installed is 10- I 

point) ; stations, $12 each. - 

Three extra listings free with each contract. Five dollars each for adftional list- 
ings for persons connected with subscriber. 
Extra listing, non-subscriber, $12. 
Extension telephones, unlimited, $12. 
Extension telephone, measured, $10. 
Bids received for city service. 4 

No compensation paid on gross receipts. 
Total number of telephones, about 11,000. 



CLEVELAND, OHIO. 
Population, 426,000. 

THE CLEVELAND TELEPHONE COMPANY. 

RATES. 

UNLIMITED. 



/ 



Business — Direct line, $84 per year. 
Residence — Direet line, $48 per year; two-party line, $36 per year; four-party t 

line, $24 per year. 

MEASURED SERVICE — BUSINESS ONLY. 

Direct line, 300 calls quarterly, $15. 
Two-party line, 225 calls quarterly, $12. 

Direct line, incoming calls only (relief service) $10.50 quarterly. 
(All subject to discount of $1.50 per quarter if paid during first month of 
quarter). 

Excess calls, 3 cents each. 

Discount, if paid during first month of succeeding quarter, and amounting to: 

100 or more per quarter 16 2-3 per cent. 

500 or more per quarter 33 1-3 per cent. 

1000 or more per quarter 50 per cent. 
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PRIVATE BRANCH EXCHANGE. 

Flat rate trunk lines, each $24 per quarter. . 

Measured trunk lines, each $9 per quarter. 

Switchboard, $9 per quarter. (No charge when more than five stations). 

Inside stations, first six, $3 per quarter. 

Inside stations, next fourteen, $2 per quarter. 

Inside stations, exceeding twenty, $1.50 per quarter. 

Extension telephone, limited or measured, business, $12 per year. 

Extension telephone, residence, $6 per year. 

Extra listings, one connected with subscriber, $6 per year. 

Outside listings, $12 per year. 

Listing name of manager of corporation, free. 

Franchise tax paid to the state on gross receipts. Also regular taxes, personal 
and real. 

Free telephones furnished for city fire alarm purposes. 

City hall service, one-half of regular rate. 

Total number of telephones, 28,404, about equally divided between business and 
residence. 

THE CUYAHOGA TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $72; two-party line, $54; four-party line, $36. 
Residence — Direct line, $48; two-party line, $36; four-party line, $24. 

MEASURED SERVICE. 

Business— Direct line, $54 (1,500 calls) ; four-party line, $30 (1,000 calls. 
Residence— Direct line, $39 (1,000 calls) ; four-party line, $21 (600 calls). 
Excess calls one cent each. 

PRIVATE BRANCH EXCHANGE. 

First trunk line, $84 per year. 

Each additional trunk, $72 per year. 

Stations, $12 per year. 

Extension telephone — Business, $8 per year; residence, $6. 

Extra listing — Business, $10, and residence $5 per year; agents, $3. 

Company pays, percentage of gross receipts to the state and regular taxes, both 
real and personal. 

Part of city service free and balance at reduced rate. 

Total number of telephones, 24,030; business 11,966 and residence, 12,064. 

About 300 telephones on measured service. 

Company pays five per cent interest on bonds, six per cent on preferred stock, 
and four per cent on common stock. 
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BUFFALO. N. Y. 
Population, 372,000. 

BELL TELEPHONE COMPANY OF BUFFALO. 

RATES. 

BUSINESS RATES — DIRECT LINE. 



No. of Messages. 


Amount. 


Excess Rate. 


Rate of advance. j 


1200 


$ 60 


5 cents 


4 cents 


1300 


64 


5 cents 


4 cents 


1400 


68 


5 cents 


4 cento 


1500 


72 


5 cents 


4 cento 


1600 


76 


5 cents 


4 cento 


1700 


80 


5 cents 


4 cento 


1800 


84 


5 cents 


4 cento 


1900 


88 


5 cents 


4 cento * 


2000 


92 


4 cents 


3 cento 


2100 


95 


4 cents 


3 cents 


2200 


98 


4 cents 


3 cento 


2300 


101 


4 cents 


3 cento * 


2400 


104 


4 cents 


3 cento , 


2500 


107 


4 cents 


3 cento J 


2600 


110 


4 cents . 


3 cents 


2700 


113 


4 cento 


3 cents 


2800 


116 


4 cento 


3 cento 


2900 


119 


4 cents 


3 cento 


3000 


122 


4 cents 


3 cents 


4000 


152 


4 cents 


3 cento 


5000 


182 


4 cento 


3 cento 


5800 


206 


3 cents 


2 cento 


6000 


210 


3 cents 


2 cento j 



RESIDENCE BATES — UNLIMITED. 

Direct line, $48 per year; two-party line, $36 per year; four-party line, $30 
per year. 

MEASURED. 

Direct line, 800 messages, $3 per month, excess 4 cents. Two-party line, 600 
messages, $2 per month, excess 4 cento. Four-party line, nickel service, guarantee 
of 5 cents per day. 

PRIVATE BRANCH EXCHANGE. 

Five thousand messages, $150; extra messages, 3 cents. Switchboard, free. Two 
trunk lines or more, $36 each. 

Stations in same building as switchboard, $12 per year. 
Stations outside building, $18 and mileage of $40 a mile. 

Extension telephone, business or residence, $12 per year. 
Extra listings, $1 per year. 

No compensation on gross receipts. City uses poles and conduits. 
Special rate to the city for 100,000 messages — 2 cents each. 
Public pay stations, nickel service. 

Total number of telephones, 22,500, about equally divided between business 
and residence. 



i 



j 
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PIONEER TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $48 per year; two-party line, $40 per year; three-party 
line, $32 per year; four-party line, $24 per year. 

Residence — Direct line, $36 per year; two-party line, $24 per year; three-party 
line, $20 per year; four-party line, $15 per year. 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $20 per year. 
First trunk, $75. 
Additional trunks, $65. 
Each station, $12 per year. 

Extension telephone, business or residence, $12 per year. 

Extra listing, business or residence, $6 per year. 

Extra listing, different business number, $12 per year. 

Company pays 3 per cent on gross receipts to the city. 

No free telephones to the city. 

Public pay stations, nickel service. 

Total number of telephones, about 14,000. 



PITTSBURG, PA. 
Population, 353,000. 

Pittsburgh District also includes Allegheny, population 141,000, and also 42 
suburbs of Pittsburg and Allegheny, with a total population of about 750,000. 

THE CENTRAL DISTRICT AND PRINTING TELEGRAPH COMPANY. 

RATES. 

Business — Direct line, $125 per year; two-party line, $100 per year. 
Residence — Direct line, $100 per year; two-party line, $80 per year. 

MEASURED SERVICE — BUSINESS AND RESIDENCE. 



Direct 

600 Calls $-55 

700 Calls 60 

800 Calls 64 

900 Calls 67 

1000 Calls 70 

1100 Calls 73 

1200 Calls 76 

1300 Calls ,.........;. 79 

1400 Calls 82 

1500 Calls 85 

1600 Calls 88 

1700 Calls 91 

1800 Calls 94 

1»00 Cans 97 

2000 Calls 100 



Two- 


Three- 


Four- 


Additional 


Party. 


Paxty. 


Party. 


Calls. 


$44 


$36 


$32 


6 cents 


49 


41 


37 


5 cents 


53 


45 


41 


4 cents 


56 


48 


44 


4 cents 


59 


51 


47 


4 cents 


62 


54 


50 


4 cents 


65 


57 


53 


4 cents 


68 


60 


56 


4 cents 


71 


63 


59 


4 cents 
4 cents 
4 cents 
4 cents 
4 cents 
4 cents 
4 cents 
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RESIDENCE ONLY. 

Four-party line, 500 calls, $27. Additional calls 5 cents each, or $4 in blocks of 
100, if contractor for in advance. 

Four-party line, $12 per year maintenance charge, and 5 cent* for each local call. 

PRIVATE BRANCH EXCHANGE. 

Switchboard and 4,000 outgoing messages, in one year, $165.- 

Each line to the Central office, per year, $36. 

Stations located on premises, $12 each. 

Additional local messages, 3 cents each. 

Additional listings, $3 per year for one connected with firm or subscriber. 

Additional listings for one not connected with subscriber, measured service, $6 
per year, and for unlimited service, $42 per year. This includes an extension telephone. 
No compensation on gross receipts. 

Rates for city service subject to discount of 33 1-3 per cent. 
August 31st, 1006, number of telephones in Pittsburg District, 46,359. 

Measured service — 

Business 16,920 

Residence 18,030 34,950 

Unlimited Service — 

Business 8,396 

Residence 3,013 11,409 

46,359 
PITTSBURG AND ALLEGHENY TELEPHONE COMPANY. 

RATES. 

UNLIMITED. 

Business — Direct line, $72; two-party line, $58; four-party line, $48 (restricted 
district). 

Residence— Direct line, $58; two-party line, $48; four-party line, $36 (re- 
stricted district). 

MEASURED SERVICE. 

Direct Line — Rate. Excess. 

600 Calls $51 6 cents 

700 calls 56 5 cents 

800 Calls 60 4 cents 

1000 Calls 64 4 cents 

Two-Party Line— Rate Excess. 

800 Calls $47 3 cents 

1000 Calls 50 3 cents 

BVrar-Party Line— Rate- E** 88 

800 Calls $36 3 cents 

1000 Calls 40 3 cents 
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PRIVATE BRANCH EXCHANGE. 

Local 10-drop switchboard with unlimited calls in Pittsburg District, $50. 
Each trunk line to nearest exchange, $84. 
Each station located on premises, $24. 

One extra listing, for person connected with subscriber. All additional listings, 
$6 each per year. 

No percentage of gross receipts paid to the city, but 72 free telephones furnished. 



CINCINNATI, OHIO. 
Population, 342,000. 

THE CINCINNATI AND SUBURBAN BELL TELEPHONE CO. 

(The Cincinnati District covers about 350 square miles and includes many sub- 
urban exchanges. The estimated population of the district is about 600,000.) 

BATES. 

Business — Unlimited — Direct line, $100 per year. 

Measured — Direct line (within two miles of exchange) $48 per year. Direct 
line (within four miles of exchange), $60 per year. (Allowing 600 local outgoing 
calls per year. Additional calls, 3 cents.) 

GUARANTEED 8EBVICE. 

Direct line — Guarantee $5 per month. 

Four-party line — Guarantee 10 cents a day. 

(Five cents for each local call. Stations equipped with coin device.) 

RESIDENCE — UNLIMITED. 

Stations located within two miles of the exchange — Direct line, $48 per year; 
two-party line, $30 per year. 

Stations located within four miles of exchange — Direct line, $60 per year; two- 
party line, $42 per year; four-party line, $30 per year. 

GUARANTEED SERVICE. 

- Four-party line — Guarantee 5 cents a day. (Five cents for each local outgoing 
message. Coin device). 

Extension telephone, $9 per year. 
Extension bells, $2 per year. 

Extra listing, person connected with firm, $3 per year. 
Extra listing, person not connected, unlimited service, $25 per year. 
Extra listing, persos not connected, measured service, $12 per year. 
Extra listing, person not connected, guaranteed service, $9 per year. 
Extra listing, residence, person living in same residence, $3 per year. 
No compensation on gross receipts to the city. 
Police patrol service lines free. 

City, County and United States, forty per cent reduction. 
Measured service given on direct line, only. 
Total number of telephones in Cincinnati District, 32,295. 
Three thousand eight hundred sixty-five telephones on flat rate — balance meas- 
ured and nickel service. 
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DETROIT, MICH. 
Population, 220,000. 

MICHIGAN TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $80 per year; two-party line, $66.06 per year. 
Residence — Direct line, $46.66 per year; two-party line, $40 per year; four- 
party line, $26.66 per year. 

LIMITED SERVICE. 

Twelve hundred outgoing calls per year, with incoming calls free— ^Business, 
$63.33; residence, $40; excess calls, 3 cents each. 

GUARANTEE STATIONS. 

Direct line, $60 per year. 
Two-party line, $30 per year. 

Nickel in the slot, with all excess receipts divided equally between the company 
and the subscriber. 

PRIVATE BRANCH EXCHANGE. 

Switchboard, free. 

First trunk, $80 per year. 

Subsequent trunks, same rate. 

Terminals — five or more — $20 each per year. 

All of above rates subject to 10 per cent discount for prompt payment. 
Extension telephone, unlimited, $1 per month. 
Extension telephone, limited, 50 cents per month. 
Extra listings, $1 each, per month. 

Three per cent of gross receipts to be paid to the state in lieu of all other taxes. 
City hall, fire stations, police stations, and schools furnished with telephones at 
ane-third of regular rates. 

Total number of telephones, 23,000. 

Ninety-five per cent of stations are on unlimited service. 

HOME TELEPHONE COMPANY. 

(This company is just beginning to install system.) 

RATES. 

Business — Direct line, $60 per year; two-party line, $48 per year; four-party 
line, $36 per year. 

Residence— Direct line, $40 per year; two- party line, $32 per year; four-party 
line, $24 per year. 

All service unlimited. 

No free telephones to city. 

Company pays two per cent of gross receipts to the state in addition to regular 
taxes. 

Two independent companies heretofore established, The Detroit Telephone Co., 
and The Peoples Telephone Co., have been absorbed by the Michigan Telephone Co. . 
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MILWAUKEE, WIS, 
Population, 309,000. 

WISCONSIN TELEPHONE COMPANY. 

RATES. 
Business — Direct line, $96 per year; two-party, $72 per year; direct line (in- 



coming only), $30 per year. 



MEASURED SERVICE. 







Maximum 


Amount. 


Excess. 


for Tear. 


$48 


4 cents 


$100 


60 


3 cents 


100 


72 


2 cents 


100 


48 


3 cents 


• 80 



Calls. 

Direct line 600 

Direct line 1000 

Direct line 1500 

Two-party 900 

*Wall telephone. 

NICKEL SERVICE. 

Direct line — Guarantee three calls per day; 1% cents rebate for excess calls. 
Two-party line — Guarantee two calls per day; 1 cent rebate for excess calls. 
Four-party line — Guarantee iy 2 calls per day; no rebate. 
Ten-party line — Guarantee 1 call per day; no rebate (wall telephone). 
Residence — Direct line; $42 per year; two-party line, $36 per year; four-party 
line, $30 per year. 

MEASURED SERVICE. 

Maximum 
Calls. Amount. Excess. for Year. 

Direct line 800 $36 2 cents $48 

Two-party 600 30 3 cents 42 

NICKEL SERVICE. v 

Direct line — Guarantee 2 calls per day; \y 2 cents rebate for excess calls. 
Two-party line — Guarantee iy 2 calls per day; 1 cent rebate for excess calls. 
Ten-party line — Guarantee 1 call per day; no rebate. 

PRIVATE BRANCH EXCHANGE. 

UNLIMITED. 

First outgoing trunk $84 per year 

Second outgoing trunk , 72 per year 

Each additional outgoing trunk 60 per year 

Each incoming trunk, . , 30 per year 

Switchboard, not exceeding 15 drops 48 per year 

MEASURED SERVICE. 

Each outgoing trunk Free 

Each incoming trunk Free 

Switchboard, not exceeding 15 drops (including 2,000 local 

messages) $120 per year 

* : Excess messages, each .... . 2 cents 
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Business — Extension telephone, with bell, on same premises, $12 per year; ex- 
tension telephone, outside of premises, $18 per year and mileage. 

Residence — Extension telephone, desk, $9 per year; extension telephone, wall, 
$6 per year. 

EXTRA. LISTING. 

Member same firm, same business, $3 per year. 

Joint user, unlimited service, $20 per year. 

Joint user, limited service, including 600 additional calls, $20 yearly. 

Joint user, nickel-in-slot service, $6 per year. 

Any individual residing at residence, $3 per year. 

TOLL TERMINALS. 

Direct party, toll only, desk or wall, $30 per year. 
One hundred fifty dollars of coupons, ten per cent discount. 
Three hundred dollars of coupons, fifteen per cent discount. 
Six hundred dollars of coupons, twenty-five per cent discount. 

No special rates made for city service. 

Four per cent franchise tax paid to the state in lieu of all other taxes. 
Eighty per cent of all business telephones are on measured service. 
Public pay stations are all nickel-in-slot service. 

One thousand three hundred twenty-nine measured service telephones recently 
installed in proportion to 52 unlimited telephones. 
Total number of telephones, 20,350. 



i 
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WASHINGTON, D. C. 
Population, 298,000. 

CHESAPEAKE AND POTOMAC TELEPHONE CO. 

RATES. 

MEASURED BEE VICE, BUSINESS AND RESIDENCE. 

Direct Line — Annual rate Excess rate 

600 Calls $39 5 cents 

800 Calls : . . . 48 5 cents 

1000 Calls 57 Scents 

1200 Calls 66 4 cents 

1400 Calls 72 4 cents 

1600 Calls 78 4 cents 

1800 Calls 84 4 cents 

2000 Calls 90 4 cents 

2200 Calls '. 96 4 cents 

2400 Calls 102 * 4 cents 

2700 Calls 108 3 cents 

3000 Calls 114 3 cents 

3300 Calls 120 3 cents 

3600 Calls 126 3 cents 

3900 Calls 132 3 cents 

4200 Calls 138 3 cents 

4500 Calls 144 3 cents 
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Two-party line, 30 messages per month, $2.50 per month and 5 cents each for 
excess calls. 

RESIDENCE ONLY — UNLIMITED. 

Direct line, $48 per year; two-party, $36 per year. 

PRIVATE BRANCH EXCHANGE. 

Minimum equipment, switchboard, two trunk lines, two stations on premises, 
and 3,000 local messages in one year, $186. 
Additional trunk lines, each, $24. 
Additional stations, each $6. 
Additional messages, 4 cents each or $3 per hundred by contract. 

Extension telephone on business measured service, or residence measured or un- 
limited service, $6 per year. 

On direct line, 3 listings of those associated in business without extra charge. 

On business party line, only one listing given without extra charge. 

Under a residence contract, one extra listing without charge. 

In all other cases extra listings, $3 each per year. 

Four per cent compensation paid on gross receipts. 

Government service all by special contract and on measured basis. 

Total number of stations, 26,000. 



MINNEAPOLIS AND ST. PAUL, MINN. 

Minneapolis, Population, 250,000. 

St. Paul, Population, 190,000. 

NORTHWESTERN TELEPHONE COMPANY. 

RATES. 

UNLIMITED SERVICE. 

Business — Direct line, $90 per year; two-party, $78 per year; four-party, $54 
per year; receiving line, $30 per year. 

Residence — Direct line, $54 per year; two-party, $48 per year; four-party, 
per year. 

. MEASURED SERVICE. 

Business — Direct line, 800 calls, $54 ; two-party, 600 calls, $42. 
Residence — Four- party, 600 calls, $30. 
Excess calls, 3 cents each. 

COIN DEVICE SERVICE. 

Business — Direct line, guarantee, $48; two-party, guarantee, $36. 
Residence — Ten-party, guarantee, $18; (no new contracts taken). 
All calls 5 cents each. 

PRIVATE BRANCH EXCHANGE. 

Trunk lines, unlimited, $72 per year. 
Trunk lines, measured, $12 per year. 
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Extension telephones, $12 per year. 

Fifty cents per month discount on unlimited and measured rates if paid in 
advance. 

No compensation on gross receipts to the city. 

Company pays regular taxes. 

No free telephones to the city, hut reduced rates. 

Total number of telephones in Minneapolis, 15,011. 

Total number of telephones in St. Paul, 10,338. 

In Minneapolis, 3,745 business places and 468 residences have both systems. 

In St. Paul, 2,582 business places and 272 residences have both systems. 

In Minneapolis and St. Paul there are 7,067 business places and residences that 
have dual service. 

TRI-STATE TELEPHONE AND TELEGRAPH COMPANY. 

RATES. 

Business — Direct line, $4 per month. 
Residence — Direct line, $2.50 per month. 

PRIVATE BRANCH EXCHANGE. 

Trunks, $4 per month each; stations, $1 per month each. 

Extension telephone, business or residence, $1 per month. 

City service furnished at reduced rate, including City Hall, Police Department, 
Fire Department, etc. 

Three per cent tax on gross earnings paid to the state as franchise tax. This 
is in lieu of all other taxes. 

Total number of telephones in Minneapolis, 14,200, of which 6,862 are business 
telephones. 

Total number of telephones in St. Paul, 7,350. 

Number of telephones in Minneapolis and St. Paul, 21,550. 



LOUISVILLE, KY. 
Population, 220,000. 

CUMBERLAND TELEPHONE AND TELEGRAPH COMPANY. 

RATES. 

Business — Direct line, $96; two-party, $60; four-party, $48. 
Residence— Direct line, $36; two-party, $30. 
Extension sets, business and residence, $1.00 per month. 
Extra listing, business, 50 cents per quarter. 
Extra listing, residence, 25 cents per quarter. 
Extra listing, additional user, $1.00 per month. 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $2.50 per month for each drop. 
Stations, $1.50 per month. 
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First trunk, $8 per month. 

Second trunk, $7.50 per month. 

Third trunk, $6.50 per month (additional trunks, same rate). 

(Subject to 50 cents discount for prompt payment.) 

OFFICE BUILDING EXCHANGE. 

Switchboard, $37.50 per month. 

One trunk for every eight telephones, $7.50 per month. 

Telephones, $2.50 per month. 

Public pay stations, 5 cents per call. 

Number of telephones in Louisville, 10,028. 

Number of telephones, in Louisville District, 13,500 (no toll). 

No free telephones to the city. 

No compensation on gross receipts. 

HOME TELEPHONE COMPANY. 

■ 

RATES. 

Business — Direct line, $48 per year. 

Residence — Direct line, within one mile of Court House, $24 per year. 

Direct line, between one and two miles, $30 per year. 

Direct line, over two miles and within city limits, $36 per year. 

(No party line service within the city.) 

PRIVATE BRANCH EXCHANGE. 

Private lines, trunks, $48 per year. 
Additional drops, $12 per year. 

Extra listings, $8 per year. 

Ten free telephones to the city. 

No compensation to city on gross receipts. 

Number of telephones within the city, sworn statement July 1, 1906, 7,350. 

Number of telephones in Louisville District, 11,250 (no toll). 



INDIANAPOLIS, IND. 
Population, 205,000. 

CENTRAL UNION TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $54 per year; two-party line, $42 per year. 
Residence — Direct line, $24 per year; two-party line, $18 per year. 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $12 for each terminal, counting telephone switchboard as one 
terminal. 

First trunk, $54 ; each additional trunk, $27. 
Business extension, $10, per year. 
Residence extension, $6 per year. 
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One extra listing of member of firm, free; additional listings, $6 per year, 
for member of firm or otherwise. 

Public pay stations, nickel service. 

No free telephones to the city. Bids made for city service. 
Company pays $6,000 per year compensation to the city. 
Total number of telephones about 9,800. 

INDIANAPOLIS TELEPHONE COMPANY. 

RATES. 

Business — Direct line, within two mile radius, $40 per year; $1.50 additional 
for each one-quarter mile or fraction thereof; two party line, $32 per year, within 
two mile radius, and $40 per year outside of two mile radius and within city 
limits; four-party line, $24 per year, within two mile radius, also outside. 

Residence — Direct line, within two-mile radius, $24 per year, $1.50 additional for 
each one-quarter mile or fraction thereof; two-party line, $21 per year, within two 
mile radius, and $24 per year outside of two mile radius and within city limits; 
four-party line, $18 per year, anywhere within city limits. 

PRIVATE BRANCH EXCHANGE. 

Two-way trunk, $40; one-way trunk, $30; toll trunk, $12. 

Inside extension, $10 per year; outside, extension, $30 per year and upwards; 
extension bells, $3 per year; extra listings, $10 per year. 

Doctor's party line — Business, $40 per year, within two mile radius. 

Doctor's party line — Residence, $24 per year, within two mile radius. 

Private lines, first mile or fraction, $30 per year. 

Private lines, each additional one-quarter mile or fraction, $5 per year. 

Eight exchanges outside of Indianapolis, getting Indianapolis rates, and total 
number of telephones in such Indianapolis district, 11,500. 

Six thousand per year compensation paid by the company on first 5,000 tele- 
phones and $2 per year 'for additional telephones. 

City receives bids for city service. 



KANSAS CITY, MO. 
Population, 176,000. \ 

MISSOURI AND KANSAS TELEPHONE COMPANY. 

RATES. 

UNLIMITED SERVICE. 

Business — Direct line, $96; two-party, selective, $72. 

Residence — Direct line, $36; two-party line, selective, $30; four-party line, semi- 
selective, $24. 

MEASURED SERVICE — BUSINESS ONLY. 

Direct line, 960 messages, $48. 
Two-party line, 780 messages, 
Excess messages, 3 cents each. 
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COIN DEVICE 8EBTICE. 

Guarantee 

per Month. Excess. 

Direct line $4.00 3 cents 

Two-party line, selective 3.25 3 cents 

Four-party line, semi-selective 2.25 5 cents 

A refund of 2 cents per message is made to direct and to two-party subscribers on 
messages in excess of guaranteed amount. 

PRIVATE BRANCH EXCHANGE, NO. 1. 

Unlimited Service — Per Month. 

Switchboard complete with not to exceed 15 drops $2.00 

Each additional group of 5 drops or fraction thereof 20 

Unlimited Trunks — Per Month. 

First 10 trunks, each $8 

Trunks, 11 to 20 inclusive, each 7 

Trunks, 21 to 30 inclusive, each 6 

Trunks, 31 and over, each 5 

Receiving Trunks — Per Month. 

First 10 trunks, each $3.00 

Trunks, 11 to 20, inclusive, each 2.75 

Trunks, 21 to 30, inclusive, each 2.50 

Trunks, 3l and over, each 2.25 

Stations hi Same Building with Switchboard — Per Month. 

First 40 stations, each $1.00 

Each 20 stations additional, 25 cents per station reduction. 

MEASURED SERVICE. 

Four thousand messages per year within exchange limits. Excess messages, 
3 cents each or $25 per thousand. 

Switchboard, complete with not to exceed 15 drops, $10 per month. 

Each additional group of 5 drops or fraction thereof, 20 cents per month. 

Unlimited trunks, free. 

STATIONS IN SAME BUILDING. 

First 40 stations, each $1 per month. 
Reductions for each 20 stations additional. 

ADDITIONAL LISTING. 

Members of a firm (same business), $3 per year. 

Joint user, unlimited service, business, $15 per year. 

Joint user, measured service, business, $12 per year. 

Joint user, unlimited service, residence, $6 per year. 

Public pay stations, within Kansas City District, 5 cents a message. 

Number of flat rate business telephones, 1,258. 

Number of pay stations, 702. 

Total number of business telephones, 9,574. 

Number of flat rote residence telephones, 9,670. 

Total number of telephones, 20,039. 
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Of the above number 4,519 are duplicated by the Home Telephone Company, about 
4,000 being business duplications. The balance largely physicians' duplications. 

No compensation paid on gross receipts. 

Thirty-six- tree telephones are furnished to the police, fire department and other 
city service, 

The company also pays a special conduit tax, per lineal yard, varying from 20 
cents to ,30 cents. , 

THE KANSAS CITY HOME TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $54 per year. 
Residence — $36 per year. • .-» 

PRIVATE BRANCH EXCHANGE. 

Switchboard, $30 per year. 

Trunk lines, each, $54 per year. 

Stations located in same room as switchboard, $12 per year. 

Extension telephone — Business, $12 per year; residenee, $9 per year. 
Extension bells, $3 per year. 

Extra listing — Non-subscriber, $12 per year; subscriber or representative, $4 
per year; residence, $4. per year. 
Free telephones in drug stores. 
Slot machines in public buildings, hotels, etc. 
Two per cent on gross receipts paid to the city. 

Switchboards and trunks free for city service, but a charge of $1 per station. 
Total number of telephones in Kansas City, 16,800. 
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DENVER, COLO. 
Population, 149,000. 

THE COLORADO TELEPHONE COMPANY. 

RATES. 

BUSINESS-'-UNLIMITED. 

Direct line, $120 per year. 

(No new contracts for flat service are taken. Old subscribers are continued at 
above rate.) 

RESIDENCE — UNLIMITED, 

Direct line, $90 per year. 
Two-party line> $66 per year* 

BUSINESS— MEASURED— GU ABANTEED. 

Direct line, $4 per month (50 calls). Excess 2 cents each. 

Two-party line, $3.50 per month (50 calls). Excess 3 cents.. 

Direct line, 15 cents per day guarantee, each call 6. cents for 3 minutes or a 
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fraction, and 2 cents to be rebated monthly for each call in' excess of guarantee. 
Coin device. 

Two-party line, 10 cents per day guarantee, caL* 5 cents each for 3 minutes or 
a fraction. Coin device. 

RESIDENCE — MEASURED— GUARANTEED. 

Direct line, $2.50 per month (50 calls). Excess 2 cents each. 
Two-party Hne, $2 per month ( 34 calls) . Excess 3 cents each. 
Individual line, 10 cents a day guarantee, calls 5 cents each, and 2 cents re- 
bated on all calls in excess of guarantee. Coin device. 

Two-party line, 7 cents per day guarantee, calls 5 cents each. Coin device. 
Ten-party line, 5 cents per day guarantee, calls 5 cents each. Coin device. 

PRIVATE BRANCn EXCHANGE — FLAT SERVICE. 

Trunks, $120 per year. 

Switchboard, equipped with telephone, $92 per year. 
Branches on same premises, $42 per year. 

Branches not on same premises, $42 per year and $5 mileage for each quarter 
mile or fraction. 

PRIVATE BRANCH EXCHANGE — MEASURED SERVICE. 

Trunk lines, as many as necessary, free. 

Ringing circuit and all current, $36 per year. 

Switchboard of 80 lines or less, with telephone equipment, $48 per year. 

Branches same building as switchboard, the first 20, each, $12 per year. 

Branches over 20 in number, each, $6 per year. 

Wiring and installation, free. 

These charges include no calls. All calls 2 cents each. 

Extension telephone, business, flat service, $24 per year. 
Extension telephone, residence, flat service, $12 per year. 

Extra listing, non-subscriber, flat business service, $40 per year. .«.* 

The same, measured service, $12 per year. 
Additional listing of subscriber, $4 per year. 

Total number of flat rate telephones, including business, residence/ private 
branch exchange and extension telephones, 2,116. 
Total number under measured service, 8,440. 
Total number under coin service, 8,733. 
Total number of telephones, 19,289. 
No free telephones to the city. 
No compensation on gross receipts. 



OMAHA,. NEB. 
Population, 117,000. 

NEBRASKA TELEPHONE COMPANY. 

RATES. 
Business. No. of Telephones. 

Direct line, $84 per year ,!.... 1,537 

Two-party line, $66 per year .• i ;'• ..'.■ 187 

Four-party line, $54 per year ?<','. ;..... 613 
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Residance 

Direct line, $4 per month 2,890 

Two-party line, $3.60 per month 2,407 

Four-party line, $3 per month 1,525 

(One dollar per month rebate on residence rates for prompt payment.) 

LIMITED 6BBVI0E. 

Direct Line. Two-Party. Four-Party. 

600 calls $42 $36 $30 

700 calls 45 39 33 

800 calls 48 42 36 

900 calls 51 45 39 

1000 calls 54 48 42 

Excess calls 4 cents each, or $3 per hundred. 
Extension telephone, business, $1.25 per month. 
Extension telephone, residence, $1 per month. 
Extension telephone, residence, wall set, 50 cents per month. 
Extra listing, person connected with the firm, $4 per year. 
Extra firm using same telephone, $18 per year. 
Public pay stations, nickel service. 
Drug stores, free service. 

No compensation on gross receipts. Telephones furnished to the city at 50 
per cent discount. 

Total number of telephones, 12,358. 



SEATTLE, WASH. 
Population, 200,000 (estimated). 

PACIFIC STATES TELEPHONE AND TELEGRAPH CO. 

RATES. 

Business — Direct line, $72; direct line (100 calls per month), $60, excess 3 cents; 
two-party, $48; four-party, $36. 

Residence — Direct line, $36; two-party, $30; four-party, $18. 

Portable sets 50 cents per month additional. 

Extension telephone, $1 per month plus installation charge of $1.50. 

Reduced rates for city service. 

No compensation on gross receipts. 

INDEPENDENT TELEPHONE COMPANY. 

RATES. 

Business — Direct line, $4.50 per month; two-party, $4 per month; four-party 
$3 per month. 

Residence — Direct line, $3 per month; two-party, $2.50 per month; four party, 
$2 per month. 

A rebate of 50 cents per month allowed on above rates for payment before the 
10th of each month. 

Reduced rates for city service. 

No compensation on gross receipts. 



J 



REPORT OF WALTER F. BURGESS, ON THE FOREIGN 

SITUATION. 



T <~ -• f * r 



1 



? \ 



- ; - "■•i ! ,; v 



\ 






Ji>! 



i "■ 



JsfJ 






c; 



^ -* - * 



REPORT OF WALTER P. BURGESS, ON THE FOREIGN 

SITUATION. 



GREAT BRITAIN. 

* « 

The history of telephony in Great Britain has been one of constant 
strife between the Government, the various municipalities, and the private 
companies. The. results of Governmental supervision and interference 
ate well shown in telephone conditions both as regards service and devel- 
opment which exist in Great Britain today. 

The Telegraph Acts of 1863, 1868 and 1869 conferred upon the Post- 
master General an absolute monopoly of the telegraph lines. Sections 3 
, and 4 of the Act of 1869 state : 

(A) The term "telegraph" shall, in addition to the meaning. as- 
signed to it in the Telegraph Act of 1863,. mean and include any ap- 
paratus for transmitting messages or other communications by means 
of electric signals. . 

(B) The Postmaster General, by himself, or his deputies, and 
his or their respective servants or agents, shall, from and after the 

\ passing of this Act, have the exclusive privilege. of transmitting tele- 
grams within the United Kingdom of Great Britain and Ireland, ex- 
,.-. ce Pt as hereinafter provided; and shall also within the Kingdom 
have the exclusive privilege of performing all the incidental series of 
receiving, collecting or delivering telegrams,, except as hereinafter 
provided. 

On these two clauses were based actions . against telephone com- 
panies to test the legality of their right to transmit telephone messages. 
The case against the United Telephone Company was argued in the 
Exchequer Division of the Court of Justice and on December 20, 1880, 
a decision was rendered in favor of the Postmaster General, and since 
that date the telephone has been regarded as V telegraph within the mean- 
ing of the Act. _ ....... ... - .. -. 

Following, this decision the Postmaster General granted a number 
.of licenses to the United Telephone Company. The licenses were, for a 
r period of 31 years, terminating in 1911, and also provided that the Gov- 
ernment could purchase the property of the Company at the,end of .juiy 
seven-year period, terminating at 1890, 1897, or .1904, Although this, .^as 
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continually threatened it was never done. The license also provided that 
the Company should pay the Government, as compensation for the right 
to operate, ten per cent, of its gross receipts. 

In 1892 the Postmaster General, who had just been elected, reversed 
the policy of his predecessor, who had permitted the operation of toll lines 
by the private company, and received authorization from Parliament to 
purchase the toll lines of the National Telephone Company, which he did 
in 1896 for the sum of $2,202,400.00. He also agreed with the National 
Telephone Company that they were to restrict their business within cer- 
tain specified areas, thus creating a monopoly of the toll line business 
for the Postmaster General. 

In 1899 another Act was passed permitting the Postmaster General 
to license municipalities which were desirous of owning and operating 
their own telephone systems, and also permitted the Postmaster General to 
establish a London exchange system which was to operate in opposition 
to the National Telephone Company. 

This act required the municipalities to use the toll lines of the Post- 
master General, and regulated the relation of private companies and 
municipalities in the event of competition. It prevented the Company 
from discriminating or showing preference in the event of competition 
in its area, and limited the charges within the maximum and minimum 
rates authorized by the Postmaster General in that locality. 

It also compelled the National Telephone Company to grant inter- 
communication within the competitive area upon the request of the mu- 
nicipality, and prohibited the establishment of any new exchanges by the 
National Telephone Company; thus, at last, giving the Postmaster 
General an absolute control of the telephone situation throughout the 
United Kingdom. 

Following the Act of 1899, there was considerable activity amongst 
the various municipalities and a considerable number of telephone licenses 
were issued. However, only six were proceeded with, these being the 
municipalities of Tunbridge Wells, Glasgow, Brighton, Portsmouth, Swan- 
sea and Hull. 

On November 8, 1901, the Postmaster General reversed his former 
policy of establishing a competitive telephone system and made an agree- 
ment with the National Telephone Company to purchase its property 
in the London area. The agreement makes provision for the purchase 
of the property upon what are known as "tramway turns ;" this means 
its value at the time of purchase, allowing nothing for goodwill, past or 
future profits. The agreement provides for inter-communication between 
the exchanges of the Post Office and the National Telephone Company, 
contains a schedule of rates to be charged by both systems, and states 
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that the trunks for connecting the exchanges of the two systems shall 
be provided by the Postmaster General who will convey the wires of the 
Post Office to the wall of the building in which the exchange of the Na- 
tional Telephone Company is situated. 

On February 2, 1905, the Postmaster General made another agree- 
ment with the National Telephone Company for the purchase of all its 
property throughout the United Kingdom at the expiration of its license 
on December 31, 1911. The terms of purchase were the same as those 
contained in the agreement of 1901, the only exception being that good- 
will was to be paid for the private wire business of the Company which 
existed without the sanction of the Postmaster General. The general 
terms of the agreement were approved by Parliament, but an amendment 
was made, making it obligatory for the Postmaster General to take over 
the employes of the National Telephone Company upon the acquisition of 
its property. 

The foregoing brief history has been given for the purpose of show- 
ing the effect of such policies upon the present existing conditions of the 
telephone industry of Great Britain. 

The total development, as of March 31, 1905, may be summarized 
as follows: 

Stations. 

National Telephone Co 326,017 

Post Office, London 24,351 

Post Office, Provincial 8,644 

Municipalities 18,633 

Guernsey 1,500 

Total 379,145 

The Municipalities had the following number of telephones as of the 
same year: 

Glasgow 12,262 

Brighton 1,921 

Portsmouth 2,250 

Swansea 1,259 

Hull 1,570 

Total 19,262 

The National Telephone Company had 40,793 stations in the five 
competitive areas as of the same date, and had added 10,503 stations dur- 
ing that year while the Municipalities had added only 2,149 stations during 
the same period. 

The statement has been made by persons having more regard for pic- 
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turesqueness of language than for the accuracy of their figures \ that Great 
Britain is the worst supplied country in the world in the telephonic sense. 
Ki a matter of fact, it ranks next to America, and has more subscribers, 
and handles more calls than the countries of Austria, Belgium, Denftiark, 
Holland, Italy, Norway, Spain, Portugal, Russia and Switzerland together. 
The development of the telephone service in Great Britain, and Lon- 
don in paHicular, is* unquestionably far from what it should be. Thete 
is no doubt whatever that legislation and governmental and municipal in- 
terference has caused this condition of affairs not only in Great Britain 
but in all Europe. This is more apparent; however, in Great Britain than 
in the Continental eoiiritries, fot the reason that the British people are 
more apt to develop technical and mechanical industries quicker than the 
people of Continental countries. In support of this I would point but 
that the British nation was the pioneer in telegraphy, sub-maririef cable 
laying, railway work, and ship building. The history of the National Tele- 
phone Company will also support the above assertion in a most conclusive 

* -v » - 

manner. - ^ ■ . » - . . 

Prior to 1892, the National Telephone Company had no statutory 
rights upon the high roads, and subsequent to 1892 this right existed in 
London only by the consent of the County Council or subject to the 'con- 
sent of the various local authorities. This fact has placed the Company 
at the mercy of every local authority. Only tho£e acquainted with the red 
tape of the average municipal authorities in Great Britain can have any 
idea of the paralyzing effect on the development this fact has had. The 
application of the Company to install underground systems has been per- 
sistently refused by the Municipal authorities. The application to the 
1 London County Council for permission to install an underground conduit 
system within the city of London was refused, although the Post Office 
Department was given every facility. This action compelled the Com- 
pany to increase its overhead system and this added some thousands bf 
dollars to its annual maintenance charges. The difficulties of obtaining 
wayleaves are sometimes enormous and occasion great delays in connect- 
ing up subscribers. It is within my own personal knowledge that nine 
months has elapsed prior to the application for a telephone and the actual 
installing of the instrument, due to this inability of obtaining wayleaves. 
The total amount paid for wayleaves in the city of London for the year 
ending 1903 was $168,150.00.- 

r The ten per cent. (10%) of the Company's gross earnings, Wliich are 
payable as royalty charges, can only be considered as a direct tax upon the 
subscriber^ The amount under this heading collected from the [Company 
up to March, 1904, was $8,000,000.00, and the balance sheet for J9Cte 
shows that the annual charges under this heading ambunt to over $1,000,- 
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000.00 per annum. It must be borne in mind that although the Post 
Olfice receives this large amount, it does not render any service whatever 
in return. . ' 

The limited tenure of the license has also had a great effect upon the 
development for the reason that it has almost been impossible to induce 
financiers to advance money in a business which was subject to a limited 
and a steadily decreasing life. 

Frequent changes in the Governmental policy due to changes in ad- 
ministration has also hampered the Company to a great extent. This is 
instanced in the case of the change in Governmental policy both as regards 
the toll lines and the intention to adopt the competitive system. 

' The statement has been made that the conservative nature of English 
commercial methods, has been a prime factor in the low development. This 
is undoubtedly true to an extent, but I believe that this conservatism could 
be broken down provided that an efficient service was given. The London 
telephonic area is the largest single area that I know of. It embraces 640 
square mile3 and had a population at the commencement of this year of 
6,000,000. The National Telephone Company had at the commencement 
xii this year, 91,619 stations attached to 58 exchanges. The Post Office 
had 38,482 stations attached to 11 exchanges, giving a total of 69 exchanges 
and 130,101 stations. This gives a total development for the area of one 
telephone for every 46 inhabitants. 

The service given by both companies, in my opinion, is both poor and 
slow. The reason for this is, I believe, due to the lack of standardization 
of apparatus and central control. The switchboards are of various types 
and manufacture, some being magneto of various ages and kinds, and 
some common battery. The trunk lines are quite insufficient to "carry the 
load and during the busy hour are terribly congested. Many of the Post 
Office exchanges are not directly connected with some of the National 
Telephone Company's exchanges. A subscriber calling to one of these ex- 
changes is often compelled to go through one or two exchanges which 
have different types of equipment. This is productive of great delays and 
causes poor service. I hive frequently been; hours in trying to secure con- 
nection from one side of London to the other. Another reason, in my 
opinion, for the poor service given, is due to the fact that the wages paid 
the operators are not sufficient to attract the most intelligent class of girls. 
In the case of the operators of the Post Office Department, they are pro- 
tected by the civil Service rules and cannot be discharged except for cause. 
They are of various ages and it is impossible to enforce proper discipline. 
The wages paid and the htfurs of labor are as follows: (See Appendix). 
• The Post Office Department state that it is its intention to organize 
the telephone? system in the London area along approved American lines. 
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All of the switchboards of the National Telephone Company that need re- 
newing are being replaced by common battery switchboards. It will un- 
doubtedly need an expenditure of some millions of dollars to properly 
equip such a large area. 

The rates charged in the London area by both systems are as follows : 
(See Appendix). 

It should be understood that the giving of a choice of either the 
flat or the message rate was of somewhat an experimental nature. At the 
outset it was proposed to adopt an exclusive flat rate schedule, but the 
officials who had inspected the telephone systems in America had reported 
so strongly in favor of an exclusive message rate schedule that it was de- 
cided -to embrace the two methods and await developments. Within the 
first year of the opening of the Post Office system it became apparent that 
the message rate system of charging for telephone service was not only 
the most equitable system for both subscriber and company, but was ab- 
solutely the only system which would permit of an efficient service being 
given. Ninety per cent, of the Post Office subscribers are on the measured 
rate schedule and the average calling rate per day is only 3.7 per line. On 
the National Telephone Company's system there are only 34 per cent, of 
the subscribers who are on a measured rate schedule and the average calls 
per day are 9.6 per line. This gives an excellent example of the advantages 
of a measured rate system of charges in regulating traffic and service. 

In this connection I would say, that the evidence given by both the 
officials of the Post Office Department and the National Telephone Com- 
pany at the various parliamentary inquiries concerning telephone condi- 
tions, was entirely in favor of the message rate. They have been unani- 
mous in stating that this is the only logical and equitable rate for a large 
exchange system, both as regards the subscriber and also as a means of 
obtaining the highest efficiency in the exchange. 

Mr. Gill, the chief engineer of the National Telephone Company, 
speaking on this question before a commission, said : "The study of traffic 
has demonstrated quite clearly that the ordinary method of charging for 
telephone service by means of a flat rate — that is, when for a fixed sum an 
unlimited number of calls may be originated — is hopelessly wrong." This 
opinion is endorsed by all of the telephone engineers in the large cities of 
Europe. 

The advantages from a financial standpoint to the subscribers of a 
measured rate system is clearly demonstrated by an extract from the bal- 
ance sheet of the National Telephone Company for the year ending March 
31, 1906. The President stated that the average income per station whilst 
operating on an entire flat rate basis was $34.50. With 34 per cent, of its 



GAS, OIL AND ELECTRIC LIGHT. 205 

subscribers on a message rate schedule the average income per station had 
dropped to $31.00 per station. 

The advantages of a message rate schedule in eliminating excessive 
busy signals is clearly demonstrated by a test which was taken in London 
and is shown on the accompanying chart. It was announced in the daily 
press of last November that no further flat rate contracts would be made 
and so, with the expiration of the flat rate contracts already issued, the 
telephone system of London will be operated on an entire message rate 
schedule. 

Objections have been raised by the message rate subscribers to the 
method of registering the calls. This objection has been a serious one 
and has been discussed not only in the technical papers but by the general 
press. The registers are designed on similar principles to a cyclometer 
and are fixed on a special rack in the exchange from which they are cabled 
to the message rate subscriber's answering jack. As soon as a call is com- 
pleted and the clearing signal has been given, before taking down the con- 
nection the operator presses a key which energizes an electro magnet 
which attracts a ratchet, causing a train of wheels to revolve. I installed 
the first registers that were introduced into England and made a number 
of exhaustive tests in regard to their reliability. The register itself is as 
perfect as human ingenuity can make it, but the accuracy of the record 
depends entirely upon the operator, and owing to this human element there 
is a possibility of mistakes being made. Seeing that the register will op- 
erate with each action of the key and as the register records afford the only 
indication of the work done by the operator and is taken into consideration 
with a view of equalizing the calls they handle, it is at least permissible 
to think that an unscrupulous operator might find it advantageous to record 
an excessive number of calls with a view of securing lighter work or act- 
ing in collusion with the subscriber might willfully neglect to register the 
call. 

The suggestion has been made by non-technical contributors to the press 
that the register should be fixed on the subscriber's instrument. A little 
thought will show that the register would count every time the telephone 
was handled and would give results that would be useless as a basis of 
charging, since under a message rate schedule the only acceptable unit 
of charge is the outward effective call. In my opinion the only method 
to pursue would be to devise a circuit which would lock the mechanism 
after a call has been registered and which would release only on disconnec- 
tion of the answering cord. 

The balance sheets of the Post Office Department for the year ending 
March 31, 1906, are very interesting. They show that the cost of construe- 



206 REPORT OF THE COMMITTEE ON 

ting 8,528 stations averaged $171.32 per station. This amount is $23:64 
more per station than the average of the National Telephone Company. % 

The most extraordinary statement is, however, found under the head- 
ing of expenditure. The statement is "Balance available towards meeting 
depreciation, interest, etc., $715,430.00." Underneath in brackets are the- 
words, "Read notes." The notes referred to are as follows : 

"(1) The estimated amount required to provide for depreciation of 
plant, exclusive of spare wires, is $335,270.00, and interest at 3 per cent, on 
the capital expenditure of $9,404,400.00 is $331,920.00, making all together 
$667,190.00. 

(2) Terminal annuities have been created payable from the appro- 
priation to provide for the repayment, with interest at 3 per cent., of capi- 
tal raised for telephone purposes under the Telegraph Acts of 1899-1904. 
The annuities provide for the re-payment of the capital in twelve to fifteen: 
years, while the estimated life of the plant averages 33 years. The an- 
nuity required for interest and sinking fund on a capital expenditure of 
$9,404,400.00 repayable in 30 years with interest at 3 per cent, would be 
$564,484.00. No deduction has been made from the annuity on account of 
the value of material recovered when plant is renewed." 

From reading Note (1) anyone who agreed to accept 3 per cent, as a. 
proper sum to set aside for depreciation, would imagine that a small profit 
of $48,240.00 had been made on the year's working. It is my opinion that 
3 per cent, is not a sufficient sum to set aside for depreciation, and I do- 
not hesitate to say that had a proper sum been set aside the year's working 
would show a big loss. It is, to my mind, almost inconceivable that any 
telephone engineer of any experience will seriously state that the esti- 
mated life of the plant averages 33 years, and the final remark tliat no : 
deduction has been made from the annuity on account of the value of 
material recovered when plant is renewed can only be characterized as a. 
piece of unconscious humor. 

In the report of the Merchants' Association of New York the case is 
cited of a company in Baltimore where the entire original plant after beings 
in service but five years was disposed of as junk and $2,155,000.00 was 
spent in its replacement. The report also states that during -the 16 years, 
which its investigation of the New York telephone system covered, the plant 
had been practically rebuilt three times. The statement of the Post Office, 
irrespective of a proper allowance for depreciation, shows a loss for the 
year ending March 31, 1906, of $184,324.00. On referring to its balance- 
sheets for the same year for the provincial and toll line systems, I find' 
similar inadequate amounts set aside for depreciation despite the fact that 
all the provincial systems and toll lines are aerial. 
' In Spite of this the loss on the provincial system is $149,577.00 and on: 
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thevtoll line system $105,535.00, giving a total loss for the year ending 
Mjarch 31, 1906, of $439,436.00. In the face of this the prospect for the 
future from the taxpayer's standpoint cannot be said to be very cheerful. 

TOLL LINES AND RATES. 

The rates for toll service are as follows: 

Six cents for each 25 miles or fraction thereof up to 100 miles. 

Twelve cents additional for each 40. miles or fraction thereof over 100 
miles. 

The rates for night messages (7. P. M. to 7 A. M.) are one-half the 
day rates for a 3-minute period, except when the charge is 6c, 12c or 18c, 
in which case a 6-minute period is allowed at the regular day rate. 

The period of conversation is 3 minutes from the time when the sub- 
scriber is notified that connection is made. The subscriber may, by the 
payment of a double fee, obtain uninterrupted service for 6 minutes, but a 
trunk line cannot be used for more than 6 minutes, and a subscriber must 
surrender the line at the end of the 6 minute period arid again await his 
turn. 

In considering the rates for toll line service, it should be understood 
that the charge commences immediately when the connection is put up. 
This is termed the "double number method" and is distinctive from the 
personal party message. Appointment calls cannot be made, neither can 
a^ subscriber ascertain if the person desired is in, but has to pay for the 
connection in all cases. 

No refunds are given in case the circuit has been faulty and has not 
permitted a satisfactory conversation. 

The service given by the trunk line system is good as to transmission 
for the reason that very heavy wire is used, and the constructional cost is 
very heavy as only two or four circuits are placed on a pole. 

The cost of maintenance is also high on account of the severe wind- 
storms that prevail in some portions of Great Britain. 

The chief faults of the system are the insufficiency of circuits which 
causes long delays. The practice of allowing the subscriber the use of a 
trunk line for three or six minute periods is unsatisfactory for the reason 
that if a subscriber is unable to transact his business within the six min- 
ute period he is obliged to await his turn to get the trunk line again, which 
often runs into hours when the traffic is heavy. The necessity of pro- 
viding a plant which will accommodate the service at its peak is apparently 
unappreciated. Most of the calls are in the nature of short hauls. The 
longest "distance over which commercial speech is transmitted, . is from 
London to Marseilles, a distance of 800 miles. A Post Office subscriber 
desiring long distance service with another Post Office subscriber, apart 
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from the above objectionable features, does get a good service, but if the 
subscriber is connected with the National Telephone Company's exchange, 
the difficulties are greatly increased owing to the fact that it is necessary 
to work through two systems often having different types of apparatus. 
The delay in getting the subscriber is greatly increased and when the con- 
nection is actually put up sometimes it is impossible to carry on a conversa- 
tion due to the interference of the operating forces. This is entirely due 
to a lack of central control which is impossible under existing conditions. 
It is not an infrequent circumstance for the subscriber to be cut off while in 
the midst of conversation and the circuit once lost cannot be regained at 
once. Payment must be made, however, and one's turn awaited. 

Complaints made to the Post Office have to go through the usual red 
tape routine and when a reply is received the whole of the blame is at- 
tributed to the National Telephone Company. 

Any complaints made to the National Telephone Company are almost 
certain to be attributed to the vagaries of the Post Office. In this dilemma 
the Englishman uses his prerogative which is to grumble and pay. As 
the Postmaster General has no control of the operating forces of the Na- 
tional Telephone Company and vice versa, this unsatisfactory state of 
affairs will continue until the two systems are merged into one. The at- 
tempt of the Postmaster General to define what satisfactory inter-com- 
munication between the municipal exchanges and the National Telephone 
Company's exchanges, for the purposes of receiving toll messages, would 
consist of, was a failure. Neither the engineers of the Municipalities or the 
National Telephone Company would agree as to what adequate inter-com- 
municating facilities consisted of, and in the case of Swansea went to law 
at the expense of some thousands of dollars to the rate payers to try and 
settle the question. 

The toll service between Great Britain and the Continent is not 
a commercial success. The Postmaster General in reply to a resolution 
passed by the Association of Chambers of Commerce of the United King- 
dom, expressing the opinion that the exigencies of trade required the ut- 
most telephone facilities between the great mercantile cities of Great 
Britain and the principal commercial cities of Europe, and urging him 
to establish as soon as possible direct and more efficient communication, 
stated that he feared that the difficulties in connection with long distance 
telephony was not fully understood. He said that many of the complaints 
already investigated were due to the fact that an unsuitable form of tele- 
phone was at one end or the other of the line. This condition of affairs 
will always continue when standardization of apparatus does not exist. 
In my opinion, to give a first class long distance service it is necessary to 
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have not only a complete standardization of materials but of operating 
methods as well. 

MUNICIPAL TELEPHONY IN GREAT BRITAIN. 

The Act of Parliament of 1899, permitting municipalities to bor- 
row money for the purpose of establishing Municipal telephone sys- 
tems, was taken advantage of by the towns of Glasgow, Hull, Ports- 
mouth, Brighton and Swansea and Tunbridge Wells. At the present 
time only two of these systems are still being operated by the Mu- 
nicipalities, and both of these have made overtures to the Postmaster 
General for the disposal of their telephone business. Nothing has, 
however, been decided as the offer of the Postmaster General for 
the property would involve the rate payers in a loss of between 
fifty and sixty thousand dollars. The history of all these systems is 
one of hopeless failure and it will probably suffice to give one ex- 
ample of the business and engineering methods employed. Taking 
the city of Glasgow, which has a reputation as. an M. O. town, its 
license was obtained in March, 1900, and was valid for a period of 
thirteen years. The National Telephone Company was at this time 
operating there with a system composed of overhead lines and 
grounded circuits. Realizing that its system was out of date, it 
applied in 1896 for permission to install complete underground me- 
tallic circuits and thus modernize its system. The corporation re- 
fused the application and the Company was obliged to contract with 
individuals for its wayleaves. In spme cases the rental charge for 
the use of a roof is nominal, in other cases the company is not only 
required to pay a large rental but to keep the roof of the building in 
repair. The only underground facilities which the company had were 
obtained by means of contracts with the different railroads having 
tunnels in the city. For these facilities the Company was obliged to 
pay an annual rental of $1.20 per mile of wire, and in the case of one 
railroad company a minimum guarantee of $4,800.00 per annum was 
required. The following schedule of rates was charged: (See Ap- 
pendix). 

This was the state of affairs of the Company the Municipality 
proposed to enter into competition with. The position in Glasgow 
in 1900 was something in this nature. The district to be served by 
the proposed telephone system covered an area of 140 square miles, 
and included numerous small towns and suburban districts having 
a total population of about one million. Free use of the streets could 
be obtained together with the local influence a large Municipality 
can always command. Its only competitor was handicapped by 
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having neither of these advantages and having to operate with an 
obsolete system. It would be imagined that with these enormous 
advantages the Municipality would have laid down a modern common bat- 
tery plant based on the broadest possible lines so as to care for all future 
development. Unfortunately, the engineer who was engaged to ad- 
vise on this undertaking was not apparently familiar with common 
battery systems and proposed to install a system which was abso- 
lutely experimental in its nature and which had never been tried out 
anywhere. He succeeded in persuading the Council that his pro- 
posed system was an efficient one and could be constructed at a less 
initial outlay than any common battery system. He submitted esti- 
mates showing that the average cost of construction would be $86.00 
per station and that an anual flat rate of $24.00 would be sufficient 
to pay operating expenses, interest, depreciation and provide for 
sinking fund and all the other proper charges incident to the con- 
duct and operation of a telephone system in that Municipality. It 
began operating in 1901, the undertaking being financed by selling 
corporation stock which was secured by the taxes of the city. Al- 
most immediately the faults in the system which had been predicted, 
became apparent, and changes in the plant became necessary. Some- 
thing appeared to have gone wrong with the plans of the main ex- 
change and it became necessary to open another exchange near by. 
Alterations on a more or less increasing scale became necessary 
until there were four or five different methods of working the tele- 
phone. For instance, at one station a card warns you to ring before 
you take the receiver off the hook, in another you must take the re- 
ceiver off before you ring, in still another you must push the red 
button, and so it went on. The natural result was that the growth of 
subscribers which was at first rapid owing to the cheap rates and 
the glowing promises of an efficient service almost ceased. Obsolete 
methods were also followed by this engineer in installing his under- 
ground cables. Of the 225 miles installed, one-quarter consists of 
armored cable laid in the ground without any protection. The 
balance sheets prepared for the telephone department show a total 
capital expenditure as of May 1st, 1905, of $1,683,475, or an average 
gross cost of $136.00 per station, as against the estimated cost of 
$86.00 per station. The total revenue was $266,044.00. The total ex- 
penditure was $258,825.00. This gives la total revenue per station 
of $21.52 as against a total expenditure per station of $20.93, leaving 
a balance which may be charged to depreciation at the end of the 
fiscal year of a total of 59 cents per station. In connection with this 
last item the auditors make this statement, which, however, does 
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not appear in the telephone report but in the general proceedings of 
the Council : 

"The accounts of the Telephone Department for the year ending 
May 31, .1905, exhibit the true position of the Telephone Department, 
but the sum provided out of revenue for depreciation is insufficient." 
Another instance taken from the balance sheet will be very instruc- 
tive. This is the fact that the Municipalities canvassed extensively 
for subscribers but did not charge the expense of canvassing to the 
Telephone Department at all, the expenses being paid out of the 
general City Budget. It was evident that such business proceedings 
could only have one termination and after an expenditure of some 
$1,800,000.00 in building up the system, it became necessary to ex- 
pend another $500,000.00 on alterations and small extensions to meet 
the circumstances of the day. Already working at a loss and with 
no probability of profit from the increased capital outlay, the tele- 
phone department was face to face with either being wound up upon 
the best terms obtainable, or continued after additional capital ex- 
penditure at an ever increasing loss to the rate payers. Under these 
circumstances it was wisely decided to sell out the whole concern 
and have done with it. So the plant was sold on July 6, 1906 at a 
loss of $200,000.00. 

Opponents of Municipal enterprises have taken the Glasgow 
fiasco as a reason for objecting to Municipal enterprises of any na- 
ture. The telephone system failed not because it was Municipally 
owned, but because it was based on unsound engineering principles 
which would have caused its failure wherever it was tried. The 
lesson it teaches to my mind, is the absolute absurdity of selecting 
a large city in which to try out anything of an experimental nature, 
especially in such an enterprise upon the success or failure of which 
the commercial prosperity of the city depends. 

I do not wish it to be understood that I have insuperable objec- 
tions to anything but a common battery plant. I do say that it is 
in my opinion, the most efficient system today but what will be the 
case in ten or even five years' time, I do not pretend to say. It has 
been my experience that every mechanical device that has been of 
any practical use has gone through a gradual development. It re- 
quires time to ascertain whether it is of any value and it requires 
time and experience to perfect it. It can only be said that by in- 
stalling an experimental system the citizens of Glasgow were in- 
vited to take chances. If it became necessary to modify the form 
of the installation or improve it, they had to furnish the money or 
sacrifice the investment already made. 
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THE NATIONAL TELEPHONE COMPANY, LTD. 
Exchange Line Rates in the Metropolitan Area. 

EXCLUSIVE SEBVICE. 

1. Unlimited Service Rate — 

Where the subscriber's premises are within two miles radial distance of the ex- 
change — First connection, $81.60 per annum, within the County of London ; 
$81.60 per annum, outside the County of London. Second connection, $67.20 
per annum, within the County of London; $67.20 per annum, outside the 
County of London. 

Where the subscriber's premises are more than two miles radial distance from an 
exchange an additional charge will be made of $8.40 per annum for each 
extra one-quarter of a mile or part thereof within the County of London; 
$8.40 per annum for each extra one-quarter of a mile or part thereof outside 
the County of London. 

2. Menage Rate — 

Where the subscriber's premises are within two miles radial distance of the 
exchange within the County of London, $24.00 per annum, with a fee of 2c 
for each message to a subscriber on an exchange within the county, and a 
fee of 4c for each message to a subscriber on an exchange outside the county, 
the subscriber to guarantee that the amount payable for fees shall be at 
least $7.20 per annum; outside the County of London, $19.20 per annum, 
with a fee of 2c for each message to a subscriber on same exchange, or Post 
Office exchange in the same town, and a fee of 4c for each message .to a sub- 
scriber or any other exchange in the Metropolitan area, the subscriber to 
guarantee that the amount payable for fees shall be at least $7.20 per annum. 

Where the subscriber's premises are more than two miles radial distance from an 
exchange within the County of London, $8.40 per annum for each extra one- 
quarter of a mile or part thereof, outside the County of London, $8.40 per 
annum for each extra one-quarter of a mile or part thereof. 

PARTY LINE SEBVICE. 

3. Party Line Rate. 

Where the main circuit does not exceed two miles in length and the spur circuits 
do not respectively exceed 220 yards in length — Two-party lines within the 
County of London, $14.40 per annum per subscriber with a fee of 2c for each 
message to a subscriber or an exchange within the county and a fee of 4c 
for each message to a subscriber on an exchange outside the county. Each 
subscriber to guarantee that the amount payable for fees shall be at least 
$14.40 per annum; outside the County of London, $14.40 per annum per 
subscriber, with a fee of 2c for each message to a subscriber on the same 
exchange or Post Office exchange in the same town, and a fee of 4c for each 
message to a subscriber on any other exchange in the Metropolitan area, 
each subscriber to guarantee that the amount payable for fees shall be at 
least $14.40 per annum. 

Ten-party lines where the main circuit exceeds two miles in length — 
For every exchange subscriber whose spur circuit issues from the main cir- 
cuit at a point exceeding two miles from the exchange within the County of 
London, $2.40 per annum in respect of every additional one-quarter of a mile 
of main circuit or part thereof; outside the County of London, $9.60 per 
annum per subscriber, with a fee of 2c for each message to a subscriber on 
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the same exchange or Post Office exchange in the same town, and a fee of 
4c to a subscriber on any other exchanges in the Metropolitan area. Each 
subscriber to guarantee that the amount payable for fees shall be at least 
$14.40 per annum. Where the spur circuits exceed 220 yards in length 
for the subscriber reached by the spur within the County of London, $8.40 
per annum in respect of every additional one-quarter of a mile of spur cir- 
cuit or part thereof; outside the County of London, $2.40 per annum in 
respect of every additional one-quarter of a mile of main circuit or part 
thereof, $8.40 per annum in respect of every additional one-quarter of a 
mile of spur circuit or part thereof. 
Note. — No party line order is to be taken within the City District, and no ten- 
party line order within the County of London. i 

4. Exchange Extension Lines (within the whole of the Metropolitan area) — 

Internal — Where the line does not exceed 110 yards of double wire in length, 

$7.20 per annum; where the line exceeds 110 yards, $2.40 per annum for 

each additional 110 yards or part thereof. 
External — Where the line does not exceed one-quarter mile radial distance of 

double wire, $19.20 per annum; where the line exceeds one-quarter mile 

radial distance, $8.40 per annum for each additional one-quarter mile or 

part thereof. 
Extensions are not supplied on party lines. 
Except in special cases, which must be dealt with on their merits, no subscriber 

is to have more than five extension lines for each exchange which he rents 

from the company. 

SPECIAL TARIFFS. 

Special Tariffs for Flats, Hotels, Restaurants, Clubs, Commercial Exchanges and other 
places where a telephone is open to use by a number of persons not members of 
one family, or the same business firm or undertaking. 

1. The following are the conditions and rates which apply to the above mentioned 
installations — 

(a) The installation to be on the basis of the ordinary message rate. 

(b) The proprietor will be responsible for all rentals and fees which may be 
due to the Company, and will provide his own operator. 

(c) The Company will supply a switchboard (if necessary) free of charge. 

(d) The extensions from the switchboard may be run to various parts of the 
building for each individual tenant, and will be charged for at the internal 
exchange extension line rate, and each call will be paid for at the ordinary 
message rate fee. 

(e) When the number of outward and inward calls exceeds 60 calls per day 
(based on a three days' record), or for each fifteen extension lines on the 
switchboard, the subscriber must rent a second junction wire at $24.00 per 
annum, and additional junctions at the same rate when the number of ad- 
ditional calls for one week shall exceed an average of 60 calls per day. 

(f) If the proprietor of any hotel will guarantee that there shall be a minimum 
of $480.00 per annum collected in respect of local messages from his hotel, 
the Company will supply a special attendant with silence boxes, a charge 
of 6c being made for each message originating, whether local or trunk, and 
so far as trunk calls are concerned, this charge will be in addition to the 
trunk fee. 
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(g) Any resident in a flat may, of course, have a separate telephone for his own 
use at the exclusive service rate or the party line rate. 
2. Alternate rates to above in cases where the proprietors are willing to have a 
branch exchange installed — 

(a) An unlimited service rate of $144.00 for each exchange circuit, with the con- 
dition that a second unit shall be rented when the calls (outward and in- 
ward) average 60 per day, and so on in proportion to the traffic. 

(b) A message fee of 4c per call, with a minimum liability of $31.20 per annum, 
no charge being made in respect of either the main line or extensions. 

(c) A message fee of 6c per call and attendance given free of charge to the pro- 
prietor, no charge being made in respect of either the main line or extensions. 

(d) The Company will provide as a part of the apparatus necessary to the con- 
trol of the lines at commercial exchanges and places of this class, a call wife 
for the use of the attendant, to be used exclusively for communication be- 
tween the attendant and the company's operator. No additional charge be- 
yond the rent of the exchange lines will be made. 

Special Tariffs for Hotels, Residential Flats, Etc., in the Metropolitan Area Where 
Upwards of Fifty Stations are Installed on Agreement for Not Less Than 
Five Years. 

(a) In each case the installation to be provided by and at the cost of the 
Company. 

(b) 6c to be charged for each originating call passing over exchange system. 
Note. — 2c is allowed to the proprietor in respect of each call in excess of 

200 calls per station per annum. 

(c) Calls within the hotel to be free of charge. 

(d) Ordinary fees for Post Office facilities in addition to above. 

(e) In hotels, etc., with not less than 50 and under 150 stations the whole of 
the operating cost will be paid by the proprietors. 

APPENDIX N. 

POST OFFICE TELEPHONES. 

General Capital Account to March 31st, 1906. 

Dr. 

Capital authorized by Parliament, viz. — 

Telegraph Acts 1892-98 $11,040,000.00 

Telegraph Acts 1904 14,400,000.00 

Telegraph Acts 1899 9,600,000.00 

Total : .' $35,040,000.00 

Or. 

Trunk (long distance) lines — 

Purchased from N. T. Co., 1896 $2,203,748.06 

Construction of lines by Po3t Office to March 31, 

1905 9,975,233.85 

Year ended March 31, 1906 1,729,032.11 

$13,908,014.06 



GAS, OIL AND ELECTRIC LIGHT. 215 

London Exchange (including private wires) — 

Construction to March 31, 1905 $8,577,102.72 

Year ending March 31, 1906 1,653,141.21 

Expenditure on sites and buildings to Mar. 31, 1906 486,181.76 

10,716,425.69 

Provincial exchanges (including private wires) — 

Construction to March 31, 1906 1,637,790.00 

Year ended March 31, 1906 297,550.66 

1,935,340.66 

Miscellaneous expenditure to capital account March 31, 1906 53,869.37 

Stores purchased and remaining unused March 31, 1906 950,615.52 

Balance not expended on March 31, 1906 7,475,734.70 

Total $35,040,000.00 

The amount of capital advanced by the Treasury to March 31, 1906 was $27,- 
600,000.00. Repayment by the P. O. is effected by means of terminable annuities for 
varying periods (12 to 20 years) and charged against subhead B of the Telegraph 
Vote. 

The amount so charged up to March 31st, 1905, was $6,898,515.84; for the year 
ended March 31st, 1906, $1,916,886.00; making in all $8,815,401.84; being $6,386,- 
853.62 in repayment of capital and $2,428,548.22 for interest. 

POST OFFICE DEPARTMENT. 
APPENDIX 0. 

POST OFFICE TELEPHONES. 

London Exchange Systems. 

An Account, Partly Estimated, of Receipts and Expenditures for the Year Ending 

March 31, 1906. 

Receipts. 
Subscribers' Rentals — 

Proportions of subscribers paid in 1904-5 put proper to 1905-1906. . .$390,384.00 
Paid in year 1905-1906— 

At flat rates $194,409.60 

At toll rates 757,171.20 

$951,580.80 

Less proportion proper to 1906-1907 493,056.00 

458,524.80 

Message fees in addition to minimum of $7.20 per message rate 

circuit 176,270.40 

Call office fees 34,732.80 

Rentals of wire leased to N. T. Co 180,916.80 

Miscellaneous receipts 13,401.60 

Value of services rendered to government department without payment. . 11,625.60 

Total $1,265,856.00 
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Expenditure. 

Maintenance of system $194,865.60 

Salaries, wages, etc. of staff including pensions of established staff 289,958.40 

Rent, rates, fuel and light including estimated value of premises already 

belonging to the department 49,872.00 

Miscellaneous expenses (stationery, traveling, etc.) 15,369.60 

Balance available towards meeting depreciation, interest, etc 715,790.40 



Total $1,265,856.00 



Notes — (1) The estimated amount required to provide for depreciation of plant in- 
clusive of spare wires is $335,270.40 and interest at 3 per cent, on the capital 
expenditure of $11,064,000.00, is $331,920.00, making together $667,190.40. 

(2) Terminable annuities have been created payable from the vote to pro- 
vide for the payment, with interest at 3 per cent., of capital raised for telephone 
purposes under the Telegraph Acts 1899-1904. The annuities provide for the 
' repayment of the capital in 12-15 years, while the estimated life of the plant 
averages 33 years. The annuity required for interest and sinking fund on 
capital expenditure of $11,064,000.00 repayable in 30 years with interest at 3 
per cent., would be $564,484.80. No deduction has been made from the annuity 
on account of the value of material recovered when plant is renewed. 

APPENDIX O. 

POST OFFICE TELEPHONES. 

Provincial Exchange System. 

An Account, Partly Estimated, of Receipts and Expenditures for the Year Ended 

March 31, 1906. 

Receipts. 
Subscribers' rentals — 

Proportion of subscriptions paid in 1904-5 put proper to 1905-6. . .$113,115.00 

Paid in 1905-6 $275,640.00 

Less proportion proper to 1906-7 141,650.00 

$133,990.00 
Deduct amount payable to, in excess of that receiv- 
able from N. T. Co. for terminal fees 5,820.00 

128,170.00 

Message fees for excess calls 9,495.00 

Call office collections 9,775.00 

Rentals of junction lines leased to N. T. Co 19,375.00 

Miscellaneous receipts 2,030.00 

Value of services rendered to government without payment 3,370.00 

Total $285,330.00 

Expenditure. 

Maintenance of provincial exchange systems $109,365.00 

Salaries, wages, etc., of staff, including provisions for pensions of es- 
tablished staff 91,595.00 



I. 
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Rent rates, fuel and light, including estimated rental value of premises 

already belonging to the department 8,555.00 

Miscellaneous expenses (stationery, traveling, etc.) 5,980.00 

Balance available towards meeting depreciation, interest, etc 69,835.00 



Total $285,330.00 



Notes. — (1) The estimated amount required to provide for depreciation of plant, 
inclusive of spare wires, $90y2>15.00 and interest at 3 per cent, on the capital 
expenditure of $1,940,000.00 is $58,200.00, making together $148,415.00. 

(2) Terminable annuities have been created, payable from the Vote, to 
provide for the repayment with interest at 3 per cent., of capital raised for tele- 
phone purposes under the Telegraph Acts 1899-1904. The annuities provide for 
the repayment of the capital in 15 years while the estimated life of the plant 
averages 19 years. The annuity required for interest and sinking fund on a 
capital expenditure of $1,940,000.00 repayable in 19 years with interest at 3 
per cent, would be $135,430.00. No deduction has been made from the annuity 
on account of- the value of material recovered when plant is renewed. 

APPENDIX O. 

POST OFFICE TELEPHONE. 

Trunk Line System, 

An account, partly estimated, of Receipts and Expenditure for the year ended 

March 31, 1906. 

Receipts. 

Trunk fees $2,236,605.00 

Gross value for year less commission paid to licensees for 

collection, etc 100,285.00 

$2,136,320.00 

Miscellaneous receipts 8,415.00 

Value of services rendered to government departments without payment 840.00 

Total $2,145,575.00 

Expenditure. 

Maintenance of trunk line system $ 267,985.00 

Salaries, wages, etc., of staff, including provision for pensions of estab- 
lished staff 615,255.00 

Rent rates, fuel and light, including estimated rental value of premises 

already belonging to the department 57,540.00 

Miscellaneous expenses ( stationery, traveling, etc. ) 36,845.00 

Balance available towards meeting depreciation, interest, etc 1,167,950.00 

Total $2,145,575.00 



Notes — (1) The estimated amount required to provide for depreciation of plant, 
inclusive of spare wires is $444,505.00 and interest at 3 per cent, on the capital 
expenditure of $15,985,000.00 is $479,550.00 making together $924,055.00. 

(2) Terminable annuities have been created, payable from the vote to pro- 
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vide for the repayment, with interest at 3 per cent, of capital raised for tele- 
phone purposes under the Telegraph Acts, 1892-1904. The annuities provide for 
the repayment of the capital in 12-20 years, while the estimated life of the plant 
averages 29 years. The annuity required for interest and sinking fund on a 
capita] expenditure of $14,985,000.00 repayable in 29 years with interest at 3 
per cent., would be $832,980.00. No deduction has been made from the annuity 
on account of the value of material recovered when plant is renewed. 

STATEMENT SHOWING THE NUMBER OF CIRCUITS, MILES OF WIRE AND 
CALLS IN EACH YEAR SINCE THE TRUNK LINES OF THE N. T. CO. 
WERE ACQUIRED BY THE POST OFFICE TELEPHONE DEPARTMENT. 

Miles of 

Year. Circuits. Increase. Wire. Increase. Calls. Increase. 

1897-1898 877 73 55,721 7,866 5,888,247 643,416 

1898-1899 953 76 63,109 7,388 7,066,609 1,178,362 

1899-1900 1,029 76 69,713 6,604 8,091,631 1,025,022 

1900-1901 1,116 87 76,831 7,118 8,980,733 899,102 

1901-1902 1,165 49 83,302 6,471 10,080,716 1,099,983 

1902-1903 1,309 144 93,473 10,171 11,574,229 1,493,513 

1903-1904 1,418 109 102,799 9,326 13,467,975 1,893,746 

1904-1905 1,604 186 112,743 9,943 15,461,822 1,993,847 

WIRE MILEAGE. 

LONDON SYSTEM POST OFFICE DEPARTMENT. 

Overhead 0.6 

Underground and Submarine 99.4 

Cost of Emohwnge Equipment — Per 

Circuit. 

(a) Central exchange, ultimate capacity 14,400 subscribers, equipped for 

full capacity of 14,400 $32.97 

New City Exchange, ultimate capacity 18,500 subscribers, equipped 

for 15,500 subscribers 34.58 

Victoria exchange, ultimate capacity 5,400 subscribers, equipped for 

2,160 subscribers 27.22 

Hampstead exchange, ultimate capacity 7,500 subscribers, equipped 

for 2,200 subscribers 25.23 

Ealing exchange, ultimate capacity 5,400 subscribers, equipped for 

1,080 subscribers 26.69 

(b) The cost of branch exchange switchboards for subscribers' offices is as 

follows : 
Switchboard with 1 exchange connection and 2 to 4 extensions. . . .$ 87.66 
Switchboard with 1 exchange connection and 5 to 9 extensions. . . . 112.00 

Switchboard with 2 exchange connections and 10 to 20 extensions 224.00 

Switchboard with 2 exchange connections and 21 to 30 extensions .... 336.00 
Switchboard with 3 exchange connections and 31 to 50 extensions. . . . 506.48 
The cost of a subscriber's common battery wall telephone comes to. . 13.89 
The cost of a subscriber's common battery desk telephone comes to. . 12.18 

(c) 70 pounds bronze (sometimes used for exchange circuits). 
100 pounds copper (used for exchange circuits). 

150 pounds copper (used for junction and minor toll lines). 
200, 300 or 400 pounds copper (toll lines according to length). 
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NATIONAL TELEPHONE CO.— LONDON. 

WAGES. 

Operators. Per Week. 

Beginners $0.84 

First year 1.92 

Second year 3.14 

Senior year 3.38 to 4.36 

Wiremen 6.72 

Jointers 5.72 

Fault finders 6.00 to 8.16 

LONDON POST OFFICE DEPARTMENT. 

WAGES. 

Operators — Per Week. 

Learners $1.68 

As soon as efficient commence with 

First year 2.68 

Second year 3.42 

Third year 4.15 

Fourth year 4.52 

Fifth year 4.80 

Remaining until promotion to supervisors, etc., is secured. 

Managers (per annum) $779.20 to $974.00 

Foremen ( per week) 7.55 to 10.96 

Instrument men (per week) 5.61 to 8.77 

Wiremen 6.09 to 8.53 

Laborers 4.80 to 7.20 

The operators work from 7% to 8 hours per day in double shifts and the balance 

of the employes work from 50 to 54 hours per week. 

LONDON AREA. 

STATISTICS OF NATIONAL TELEPHONE CO. 

Rents to be Paid by the National Telephone Co. to the Postmaster General for the 

Use of Underground Wires. 

Per 
Annum. 

(a) In the case of wires contained in a cable of not less than 50 pairs 

of wires — 

(1) Where the wires are provided and maintained per mile by the 
Postmaster General $10.80 

(2) Where the wires are provided by the Postmaster General, but are 
maintained by the Company 6.00 

(b) In the case of wires contained in a cable of leas than 50 and not less 

than 26 pairs of wires, where the cable is not more than 50 yards 
long. For every pair of wires — 

(1) Where the wires are provided and maintained by Postmaster 
General 10.80 

(2) Where the wires are provided by the Postmaster General, but are 
maintained by the Company 6.00 

(c) In the case of wires contained in a cable of less than 50 but not less 
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than 26 pairs of wires, where the cable is more than 50 yards long. 
For every pair of wires — 

( 1 ) Where the wires are provided and maintained by the Postmaster 
General 15.60 

(2) Where the wires are provided by the Postmaster General but are 
maintained by the Company . . . 12.00 

MAKE AND STYLE OF SWITCHBOARDS OF N. T. CO. 

Lines. 

All common battery manual switchboards — 

London wall 9,500 

Holburn 5,600 

Kensington 2,400 

North 2,400 

Battersea 1,560 

Sydenham 900 

Eastern 2,900 

Hop 3,600 

Generator call and clear self-restoring indicators — 

Avenue 4,540 

Bank 3,050 

Gerrard 6,065 

Generator call and clear hand-restoring indicators — 

Paddington 3,520 

Westminster and other exchanges 1,770 

ALL METALLIC CIRCUITS. 

Total amount paid for wayleaves $168,150.00 

Average cost for wayleaves per mile of wire per annum ■ .82 

Total number of employes — London area 3,728 

Total number of employes — United Kingdom 14,227 

GLASGOW STATISTICS. 

COMPETITIVE BATES OF THE NATIONAL TELEPHONE CO. 

<1) Exclusive line (unlimited service) — First connection, $48.00; second connection, 
$40.80. 
Two-party line (no installation charge) — Unlimited use, $28.80; message rate, 

2c per call, minimum 8c per day. 
Exclusive line (measured service) — 

600 calls $24.00 per annum 

900 calls 28.80 per annum 

1,200 calls 33.60 per annum 

1,500 calls 38.40 per annum 

1,800 calls 43.20 per annum 

(Excess calls, 2 cents each.) 
Four-party line (unlimited service) — $18.40 per annum. 
Exclusive line (message rate) — $16.80 per annum, plus 2 cents a call. 
Ten-party line (no installation charge) — Guarantee 4 cents per day, extra calls. 

2 cents each. 
Omnibus line — $6.00 per annum including 600 calls, extra calls 1 cent each. 
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Special exclusive line (private house only) — $24.40 per annum, including 1,500 

calls, excess calls 2 cents each. 
Message rate lines — $3.60 per annum. 
Flat rate lines — $4.80 per annum. 

BALANCE SHEET 1904-05. 

1. Total capital expenditure $1,683,475.20 

2. Average gross cost per station 136.00 

(Total capital expenditure — i. e. Total number of stations, in- 
cluding spare plant and preliminary expenditures.) 

3. Amount borrowed and not repaid 1,514,680.00 

4. Total revenue 266,044.80 

5. Total revenue per station 21.52 

6. Rentals carried forward to following year 125,825.00 

7. Public telephone receipts 5,685.00 

8. Working expenses excluding Post Office royalty and terminals 136,646.40 

9. Interest paid 45,940.00 

10. Sinking fund paid 50,265.00 

11. Depreciation fund 7,520.00 

12. Loss on terminal fees 1,000.00 

13. Royalty to Post Office 27,695.00 

14. Total expenditure 258,725.60 

15. Total expenditure per station 20.94 

Per cent. 

16. Percentage of total sinking fund paid, plus depreciation fund to 

total capital expenditure 3.79 

17. Percentage of total expenditure to total revenue 97.28 

18. Percentage of total revenue to capital expenditure 15.82 

19. Percentage of outstanding rentals, to gross rentals 7.74 

20. Percentage of working expenses less interest, sinking fund and 

depreciation to revenue less royalty 58.41 

21. Stations working 12,362 

CORPORATION TELEPHONE COMPANY. 

Mileage of metallic circuits outside switchroom and subscribers' office, year 1904-05 — 

Miles in underground cable - 19,001 

Miles in serial cable 34 

Miles in leading in cable 624 

Miles in overhead open wires 1,139 

Miles of trench opened 152 

Miles of pipe laid 157 

Miles of armored cable laid 84 

Miles of cable drawn into pipe 137 

WAGES PAID BY CORPORATION TELEPHONE CO. 

Operators — 

Learners, $1.21 to $1.93 per week. 
Second grade, $1.93 to $3.40 per week. 
First grade, $3.40 to $4.37 per week. 
Supervisors, $4.37 and upwards. 
Total number of operators in 1904-05, 293. 
Foremen, $7.56 to $9.74 per week. 
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Instrument fitters, $2.44 to $8.78 per week. 
Wiremen, $6.09 to $7.80 per week. 

GLASGOW RATES. 

CORPORATION TELEPHONE CO. 

Unlimited service (business) $25.56 

Unlimited service (residence) 25.56 

Unlimited service (two-party lines) 20.45 

Unlimited service (four-party lines) 15.34 

Measured service 17.05 plus 2c 

No intercommunication is given with the N. T. subscribers in Glasgow. 
Post Office long distance tariffs plus additional terminal fees when speaking 
to distant National Telephone Company subscribers are as follows: 

When toll charge does not exceed 36c 6c 

When toll charge does not exceed 72c 8c 

When toll charge does not exceed 94c 12c 

The subscriber is responsible to the extent of $19.20 in ease the instrument is 
stolen or destroyed by fire. 

GLASGOW STATISTICS. 

Year 1904-1905. 

Switchboards in operation 20 

Stations in operation — 

Direct lines to the exchange, unlimited 8,563 

Direct lines to the exchange, toll 348 

Party lines ; 289 

Public telephones 362 

Service telephones 72 

Extensions outside 1,013 

Extensions inside 1,270 

Private lines 408 

Sundry lines 37 

12,382 
Junction lines 910 

Total 13,292 

The number of telephones to May 31, 1905 — 

Unlimited service 8,563 

Measured service (toll ) 348 

Two-party lines 42 

Four-party lines 247 

Public telephones ( call office) 362 

Inside extensions 1,270 

Outside extensions 1,013 

Sundry stations 486 

Total number of stations 12,331 

(At same date N. T. Co. had 22,600 stations.) 
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PARIS. 



The City of Paris had for year ending 1904 a population of 
2,666,000 and a total of 49,444 telephones of all classes, giving the ex- 
tremely small development of 1.8 telephones per each hundred inhabi- 
tants. The history of the French Telephone System commenced with 
the year 1879 when the French Government granted 3 five-year 
concessions to different companies to install telephone systems in 
Paris. The first exchange was opened on Sept. 30th, 1879, and charged 
a flat rate of $115.80 per station per annum. In 1880 the three com- 
panies combined and formed the General Telephone Company. This 
company in 1884 received the 5-year franchise covering the entire 
city. Under the terms of the franchise the state reserved the right 
to regulate the charges made by the telephone company and to pur- 
chase the system at its physical value at the termination of the con- 
cession. The telephone company was compelled to pay to the state 
10% of its gross receipts. All the employes were required to be of 
French nationality and take the oath of secrecy taken by all em- 
ployes of the Post Office Department. There was a deal of friction 
between the Government and the Company regarding the terms of 
the acquisition of its property by the Government. This friction 
resulted in the Government early in September, 1889, taking sum- 
mary possession of the Company's Paris exchanges, it being claimed 
that the Company had violated the terms of its concession. Pro- 
longed litigation resulted and was continued until 1897, when the 
department paid the Telephone Company $1,222,527 for its exchanges 
as against the claims amounting to between two and three times that 
amount which was presented by the Company. The Telephone Sys- 
tem of Paris since that date has been operated by the State as a 
branch of the Post Office Department. It stands today both as re- 
gards its Local and Long Distance service as the most utterly ineffi- 
cient and obsolete system in the whole of Europe, so notorious is this 
fact, that it is held up as a laughing stock by European engineers 
and is a daily exasperation to the subscribers. This fact is not due 
to one or two circumstances but to a multiplicity of causes. From my 
observation the principal causes of the failure of the system was lack 
of discipline among the operators and their consequent inefficiency, 
the elementary knowledge of the engineers of all telephone problems 
and the astounding fact that a subscriber has the right to choose his 
own apparatus. In connection with this last feature there was ac- 
cording to a statement issued Dec. 1, 1901, by the Department of Post 
and Telegraph, one hundred different types of telephones from which 
a selection might be made. When to this fact is added the state- 
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ment that the switchboards at the various exchanges were also of 
varying types and badly maintained, it is quite obvious why the tele- 
phone system of Paris is such a miserable travesty. The salary of 
the operators is made up as follows : Per annum. 

Salary $212.30 

Living allowance 57.90 

Meal allowance 57.90 

Total $328.10 

The salary is increased from time to time to a maximum of 
$289.50 per annum, the living and meal allowances remaining the 
same as at entrance. All operators must be at least 18 years and not 
over 25 years of age at entrance and of French nationality. They 
are obliged to have certificates of physical ability, health and moral 
character, and must pass an examination on general subjects before 
qualifying. A pension fund is provided by deducting one-twelfth of 
the yearly salary, and after 30 years' service an operator is entitled 
to receive $146.68 per annum. And after 40 years of service the 
amount of pension is $200.00 per annum. The reason for the poor 
discipline amongst them is due to the fact that they are protected 
by the French Civil Service laws and cannot be removed except for 
cause, and this rule is difficult and seldom enforced. Operators of all 
ages, both married and unmarried, are seen at the switchboard. They 
do as they please, even to the extent of reading whilst on duty, talk 
as they please, and answer calls when they please. There is no school 
for the training of operators and no retiring or lunch rooms are pro- 
vided for them. The switchboards and the apparatus are apparently 
never cleaned, and the conditions in the operating rooms are so un- 
healthy that at times 25% of the operating force is sick. An operator 
may not marry without the consent of the Department, and they are 
not permitted to marry a man who is connected with the Police De- 
partment. The engineers of the Telephone Department have no 
special telephone training and appear to have no knowledge whatever 
of the requirements of a comprehensive telephone system. They are 
not respected by the employes of the Department over whom they 
have no control. They are underpaid. The salaries paid to the 
Director, Engineers and Clerks of the Department are as follows : 

Per annum. 

Directors $2,316.00 to $2,895.00 

Chief Engineers 1,544.00 to 2,316.00 

Assistant Engineers 482.00 to 656.00 

Clerks 289.00 to 482.00 
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They conform to the rules of the Department in a most minute 
particular, their one aim in life apparently being to hang on until 
they are able to obtain better positions, as the better the position the 
better the pension, when the age limit arrives. The subscribers have 
gone to the greatest lengths to try to improve the telephone ser- 
vice. In July, 1904, they formed an association for this purpose. They 
have the support of the daily press and publish a monthly periodical 
criticising the service, making suggestions and giving statistics and 
statements concerning American conditions. The President of the 
Association criticised the Department and the service in a letter ad- 
dressed to the Department from which I quote the following extracts : 

"The Department does not consider subscribers as customers but 
as tax payers who are liable to taxation and compulsory labor at the 
discretion of the Department. ,, 

The subscriber is obliged to exhaust himself by shouting and is 
then often unable to make himself heard. Incorrect numbers are 
frequently called giving the wrong subscribers, and if a subscriber is 
cut off from the person with whom he is conversing it is impossible 
to regain that person. The engineers do not appear to have been 
properly trained for the telephone service, have no technical ability, 
and are ignorant of the rules governing the commercial conduct of 
the industry. As there is no school for the training of operators they 
acquire their experience at the expense^of the subscribers. The 
switchboards are out of date, faulty and imperfect. Subscribers mak- ^ 
ing any complaints are subject to discourteous treatment. So influen- 
tial were members of this association, and so persistent their efforts 
that the Under Secretary of State for Post and Telegraph, whose 
administration had been so ruthlessly criticised, was removed, and a 
commission was appointed by the Government to investigate the 
Parisian service, and the French telephone service in general. 

They reported recommending that the present telephone instru- 
ments should be altered so that common-battery signaling might be 
used. The association of subscribers protested against this as not 
being in accordance with modern standard practice, and Mr. Simyam, 
the present Under Secretary, in a communication of last December 
states that the present proposal is to reconstruct the Paris exchanges 
and to adopt the common battery system. Anyone familiar with the 
deplorable state of disorganization of the Paris Telephone System, 
both as regards staff and equipment, will realize he has difficult work 
before him. A further instance of the unsound business principles on 
which the system is conducted may be shown in a report which the 
operators of the Paris telephone exchange presented to the Under 
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Secretary in November, 1905, embodying from the standpoint of the 
operators, the reasons for the poor service in Paris. The report 
states that two principal reasons for the poor service are, (1) the im- 
perfection of the apparatus, (2) the numerical inefficiency of the per- 
sonnel, and it further states that the Government is in error for giving 
the Telephone Department a fiscal character, instead of organizing it 
into a commercial and industrial enterprise, which is the only way 
to develop it in a methodical manner. The Engineers of the Depart- 
ment are criticised as having no experience in operating a telephone 
system, and being absolutely ignorant of the progress in telephony. 
The apparatus is criticised as being poorly maintained and out of 
date, and the new apparatus, which was designed by the Engineer of 
the Department, is poorer than the old type. The report concluded 
by stating that if American practices had been followed the service 
would not have been as poor as it is. Whatever may be thought of 
the advisability of permitting subordinates to criticise their superior 
officers, it must be admitted they possess a correct knowledge of what 
the situation requires. The Long Distance lines are numerically in- 
efficient and subscribers are subjected to tedious and irritating delays. 
The service is, however, very poor as regards transmission. The 
international long distance is slow and unreliable. Intending sub- 
scribers have to secure the consent of the owners of the property to 
have a telephone installed upon the premises, and in case of a death 
of a subscriber his heirs are bound by the contract. 

The finances of the French Telephone System are conducted with- 
out any regard to the ordinary rules pertaining to a commercial busi- 
ness. There is apparently no provision made for a capital account or 
its repayment, as the Government claims that it is its own security, 
and that it is unnecessary to set aside an annual sum from the re- 
ceipts of the Department for the repayment of moneys which are 
advanced it from time to time by the Government. The Department 
does not set aside any sum for the depreciation of the plant. The re- 
ceipts and expenses of the Telephone Department are combined with re- 
ceipts and expenses of the Telegraph and Post Office Department, 
and it is impossible to say from the statements made by the Depart- 
ment what are the financial results of the operation of the telephone 
system. I append the statement of 1903. The Government has the 
right under the law of 1885 to construct and maintain telegraph and 
telephone lines under or over public highways, and to install telegraph 
or telephone lines in the sewers of a municipality without the consent 
of the municipal council, but provides that the municipal council may 
demand compensation for the use of the sewers by the Post Office 
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Department. The Department has the right to install conduits or 
poles under or over private property, provided the property is not 
enclosed or has not a building upon it, and they have a right to at- 
tach fixtures to buildings. 

PARIS STATISTICS. 

• SCHEDIILE OF BATES. 

1. Local Flat Bate — Principal. Supplementary. 

Paris '. $77.20 $9.65 

Lyons 7.90 7.72 

Cities with more than 25,000 inhabitants 36.60 7.72 

Cities with less than 25,000 inhabitants 28.95 7.72 

2. Group Flat Rate — 

Paris 77.20 9.65 

Other cities (according to population of group). 

3. Interurban Flat Rate — 

Paris 28.95 9.65 

Lyons 24.12 7.72 

Other cities 9.65 7.72 

4. Season Flat Rate — 

Annual charge — . 

Paris 19.30 2.41 

Lyons 14.47 1.93 

Other cities 9.65 1.93 

Monthly charge — 

Paris 7.72 .96 

Lyons 5.79 .77 

Other cities ." 3.85 .77 

Quarterly charge — 

Paris 19.30 2.41 

Lyons 14.47 1.93 

Other cities .< 9.65 1.93 

Measured Rates — 

First year V 19.30 5.79 

Second year 13.44 5.79 

Third year 11.50 5.79 

Thereafter 7.72 5.79 

The rate per message being as follows — 

Two cents for each local conversation of 3 minutes. 

Five cents for each exceeding 15 5/10 miles in length of conversation between 

districts in the same canton. 
Eight cents for each conversation of 3 minutes between districts of the same 

department where the lines are not over 15 5/10 miles in length. 
Five cents for each conversation of 3 minutes for each 46 6/10 miles or 
fraction thereof, from the main stations of one department to the 
main station of another, which may not be le^s than 8c or exceed 60c 
a conversation. 
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The Governmental and Municipal Departments Pay the Following Reduced Rates for 
a Local Flat Rate Subscription — 
Government Department* — Principal Station. 

Paris $38.60 

Lyons 26.95 

Cities with more than 25,000 inhabitants 19.30 

Cities with less than 25,000 inhabitants 6.65 

Municipal Departments — 

Paris 57.90 

Lyons 43.43 

Cities with more than 25,000 inhabitants 28.95 

Cities with less than 25,000 inhabitants 23.65 

REGULATIONS AND RATES. 



The Telephone Department has a system of flat and measured 
rates. 

Subscribers residing in cities which have more than 80,000 inhabi- 
tants are permitted to use only the flat rate, while subscribers who re- 
side in cities having a population of less than 80,000 inhabitants may 
choose either the flat rate or the measured rate. There are four kinds 
of flat rate subscriptions. 

1. Local flat rate subscriptions. 

2. Group flat rate subscriptions. 

m 

3. Interurban flat rate subscriptions. 

4. Season flat rate subscriptions. 

The subscriber who uses the local flat rate subscription may com- 
municate with the subscribers in his own exchange system, and with 
subscribers in the other exchange systems who are allowed to com- 
municate with his v own exchange upon payment of the regular fees. 
He can also use the public stations within his exchange area without 
extra charge upon presentation of a pass which is issued by the Post 
Office Department. Subscribers for the "Group Flat Rate" are those 
who reside in a community where there is an exchange which is in a 
group of municipalities within a radius of 15.5 miles from common 
center, and which are connected with each other. 

Subscribers for this class of service may communicate with the 
subscribers of any exchange located within the prescribed area with- 
out extra charge. They may also communicate with the subscribers 
of other exchange systems upon payment of the regular toll fees, and 
use public stations in their own exchange area upon presentation of 
the pass of the Department. Interurban flat rate subscribers are only 
permitted in cities of more than 80,000 inhabitants. They have the 
right to communicate with other cities upon the payment of the regu- 
lar interurban fees, but not with the subscribers of their own ex- 
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change. Season flat rate subscribers are only allowed in cities which 
contain more than 80,000 inhabitants, and the rights of a subscriber 
for this class of service are practically the same as the local flat rate 
subscriber. The principal differences being that the subscriber makes, 
a payment in advance for the time which he states that he wishes 
to have a telephone, and is not allowed the free use of public stations. 

The measured rate, as already stated, prevails in cities of less 
than 80,000 inhabitants, and the measured rate subscriber has the 
same right as the local flat rate subscriber, except that he must pay 
for all calls at the regular rate and receives no pass for the free use 
of public stations. 

Telephone Stations are defined as : 

(1) The principal station, which is a station attached directly to 
an exchange. 

(2) The supplementary station, which is a station attached to a 
principal station. 

Supplementary stations have the same number as the principal 
stations with which they are connected and can only be reached 
through the principal stations. A subscriber to have a supplementary 
station must be a subscriber to a principal station, and if the supple- 
mentary station is in the same building as the principal station any- 
one in the building may use it, but if it is in a different building, only 
the subscriber to the principal station may use it. 

All subscribers are obliged to purchase their own telephones. 
Flat rate subscribers, except in Paris and Lyons, are obliged to con- 
tribute to the cost of the installation of the whole of their principal 
station line, while measured rate subscribers only contribute to the 
cost of the installation of that portion of the line outside the "free 
maintenance" limit of the Department. In Paris the subscribers have 
to pay the cost of the installation of that portion of their line which 
is outside the fortifications, and in other cities where only the flat rate 
is allowed, the "free maintenance" limit is arbitrarily fixed by the 
Under Secretary of State in each case. The limit in cities using both 
the flat and measured rate is a radius of three-fifths of a mile from the 
central exchange of the city. The portion of the line which is within 
the three-fifths of a mile radius is maintained by the State for the 
subscriber, but outside of that limit the line must be constructed 
and maintained by the subscriber. 

The Installation Charges are as follows: 

Aerial lines 0.88 per meter ( 39.37 inches) single wire 

Metallic circuit 1.17 per meter (39.37 inches) double wire 

Changing from grounded to metallic circuit .58 per meter (39.37 inches) single wire 
Underground lines, grounded circuit 2.66 per meter (39.37 inches) single wire 
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Metallic circuit 3.51 per meter (39.37 inches) single wire 

Changing from grounded to metallic circuit 1.75 per meter ( 39.37 inches ) single wire 

The costs of maintenance outside of the free maintenance limit 

4 

are as follows: 

Aerial lines 0.08 per meter (39.37 inches) single wire 

Metallic circuit 01 per meter (39.37 inches) single wire 

Underground lines grounded circuit 1.8c per meter (39.37 inches) single wire 

Metallic circuit 2.3c per meter (39.37 inches) single wire 

Subscribers must furnish supplementary stations at their own 
expense, and must also pay the Department the actual cost of the 
installation with ten per cent, added. 

The interior wiring of supplementary stations is done by the De- 
partment, and the exterior wiring must be done at the expense of the 
subscriber, but if the station is in another building the subscriber 
must pay the" Department a rental of 11.8 cents per month for each 
1,000 feet of line. 

A flat rate subscriber who has had a principal station for one year 
may have his station removed free of charge, but supplementary -sta- 
tions are moved at the subscriber's expense, who must also make a 
new contract for one year. Exchanges which are closed part of the 
night may be called upon payment of an extra fee. In Paris the flat 
rate for this service is 5 francs ($1.00) per month. 

The pay station rate for local calls in Paris is 3 cents for a conversa- 
tion of three minutes, and in cities and localities outside the City of 
Paris the charge is 2 cents for a conversation of three minutes. 

The toll for night conversations between towns where there is 
night service (9 P. M. to 7 A. M.) is three-fifths of the day toll. The 
charge is made from the time the station called, answers. 

The Department will contract to provide interurban conversa- 
tion at a fixed hour during the night but these conversations must 
take place each night for a period of one month. 

PARIS STATISTICS. 

There were the following number of subscribers in Paris, Lyons and the re- 
maining French cities and towns on December 31, 1895, and December 31, 1904: 

SUBSCBIBEBS — DECEMBER 31. 1895. 

City. Principal Stations. Branch Stations. Total. 

Paris 14,534 2,323 16,857 

Lyons 1,725 54 1,779. 

Other French Cities and Towns — 

Flat rate .:. 13,182 389 13,571 

Measured rate 1,777 1,777 

- 31,218 . 2,766 33,984 



» 



• 
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SUBSCRIBERS — DECEMBER 31, 1904. 

City. Principal Stations. Branch Stations. Total. 

Paris 36,074 13,370 49,444 

Lyons 33,179 6,012 39,191 

Other French Cities and Toxcns — 

Flat ra.te 18,486 538 19,024 

Measured rate 14,740 3,606 18,352 



102,485 23,526 126,011 
Total increase stations, Dec. 31, 1895, to Dec. 31, 1904 92,027 

The number of subscribers in some of the French cities having more than 80,000 
inhabitants, where only the flat rate is allowed, on December 31, 1904, and the aver- 
age yearly increase was as follows: 

Flat Kate Subscribers. Average Yearly Increase. 

Paris 36,074 2,374 

Lyons 3,079 142 

Marsailles 2,963 208 

Bordeaux 2,463 135 

Lille 1,345 50 

Havre 1,121 92 

Rouen 971 38 

Nancy 724 64 

• 

The number of subscribers in some of the French cities having less than 80,000 
inhabitants, where the flat or measured rate is optional with the subscribers, on De- 
cember 31, 1904, and the average yearly increase was as follows: 

Flat Rate. Measured Rate. Total. Average Yearly Increase. 

Grenoble 154 529 683 103 

Cannes 55 541 596 87 

Dyon 124 432- 556 80 

Trayea 103 340 543 49 

Tours 47 341 388 66 

Charges for International, Service. 

GERMANY. 

Berlin, Pottsdam, Charlottenburg, Magdeburg, Leipsic, Hamburg — 

Day and night calls, ordinary $1.15 

Day and night calls, express 2.89 

Frankfort-on-Main, Cologne-on -Rhine, Metz, Strassburg, Mulhausen, Colmae, 
Almunsterel, etc. — 

Day and night calls, ordinary ^ 77 

.Day and night calls, express 2.31 

ENGLAND. 

England and Wales — 

Day and night calls 1.95 

Scotland and Ireland — 

Day and night calls 2.41 
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BELGIUM. 

Arlon, Charleroi, Chimay, Moins, Courteal, Nemur, Tournal, and all exchanges 
in the first zone — 

Day calls 46 

Night calls (after 9 P. M.) 28 

Antwerp, Brussels, Ghent, Landeen, Leige, Letteral, Ostend, Touram, Nalines, 
Tremonde, Verviers, etc., exchanges in second zone — 

Day calls 50 

Night calls 35 

ITALY. 

Turin and Milan — 

Day calls (17 

Night calls (after 9 P. M.) 41 

LUXEMBURG. 

Various Exchanges- 
Day calls 48 

Night calls (after 9 P. M.) 28 

SWITZERLAND. 

Basle, Berne, Chaux-de-Fonds, Coppet, Geneva, Lucerne, Montreux, Morges, 
Nyen, Rolls, Vervey, Zurich, etc. — 
Day and night calls -» 77 

PARIS STATISTICS. 

THE RECEIPTS AND EXPENSES FOR THE YEARS 1893 AND 1903 OF THE COMBINED DEP'TS. 

Receipts. 

1893. 1903. Gross. Per Cent. 

Mails $32,161,103.00 $44,741,694.00 $12,580,592.00 36.49 

Telegraph 6,792,388.00 8,177,717.00 1,385,329.00 20.39 

Telephone 1,468,886.00 4,259,739.00 3,790,853.00 189.00 



$40,422,377.00 $57,179,150.00 $17,756,774.00 41.45 

Expenses. 

1893. 1903. Gross. Per Cent. 

Combined $32,702,901.00" $43,037,943.00 $10,335,04&00 31.60 

Excess receipts 7,719,476.00 14,141,207.00 6,421,731.00 63.20 

WAGES. 

Per Year. 

Mechanics ? $347.00 to $482.00 

Electricians 442.00 to 538.00 

Linemen 269.00 to 422.00 
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GERMANY. 

The telephone system in Berlin and throughout Germany is 
state owned and operated as a branch of the Imperial Postal Ser- 
vice under the direction of the Postmaster General. The City of 
Berlin has an area of about 25 square miles and a population of 
1,930,327 as of December, 1904. Officialism appears to be the dom- 
inating element. The number of telephones installed is 82,950, which 
gives a development of one telephone to about 20 persons. The first 
Berlin Exchange was opened in 1881, and the first long distance line 
was opened in 1885, and connected the Stock Exchange of Berlin and 
Magdeburg, a distance of about 110 miles. So exclusive is the tele- 
phone monopoly that a law has been passed which subjects any per- 
son who starts a telephone system without permission of the Govern- 
ment to six months imprisonment. 

The City of Berlin is divided telephonically into nine districts. 
Each is supplied with a central exchange and there are 18 smaller ex- 
changes in the various suburbs. One exchange is installed in Char- 
lottenburg, which is considered part of the Berlin System. 

The service given can only be described as cumbersome and slow, 
but is satisfactory after the connection has once been obtained. The 
reason for this is due to the fact that the exchange equipment and 
operating methods are not uniform. The exchanges are equipped with 
both full magneto systems or with magneto ringing and automatic 
signaling. 

Almost every exchange was operated on a different system, some 
exchanges were equipped with single cords, others with double cords, 
some were fitted with lamp signals and others with drop-indicators, 
some were on the earth-circuit principle and some on the metallic 
principle, whilst the exchange at Charlottenburg was the first in 
which central battery talking was introduced. These different sys- 
tems obviously required different handling of the apparatus both at 
the switchboard and at the subscriber's telephone, and variations 
arose, with anything but satisfactory effects, in all connections be- 
tween, exchanges with different systems. To determine whether a 
conversation was finished the operator had to distinguish between 
like and unlike connections. The average number of times an operator 
"broke in" to each call reached the astounding average of 9. This 
statement was furnished as one of the reasons for the necessity of 
remodeling the system. 

The different exchanges are not all connected with each other by 
trunk lines and it is sometimes necessary for a subscriber, when he 
desires to talk with another subscriber connected to another ex* 
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change, to work his own way through, from one exchange to another, 
until ultimately he arrives at the exchange at which the wanted 
subscriber is connected. When connected he has to do his own 
ringing. 

The cause of this multiplicity of systems I think was due to the 
rapid development and to the fact that the administration being un- 
able to decide which was the best system to uniformly install seized 
every occasion to "try out" the advantages, or otherwise," of new 
improvements. There are no party lines in Berlin but there is a 
curious arrangement which permits the installing of 5 extension in- 
struments on a direct line. The exchange is connected with the sub- 
scriber who has the direct line. He in his turn is connected with 
the five other subscribers. Anyone of the subscribers with an exten- 
sion instrument desiring to make an outgoing call, can call the ex- 
change direct, but incoming calls, for any of these extension sta- 
tions must be reached through the station of the subscriber having 
the direct line. Experiments have been made with the "Strowger" 
Auto. Telephone System and a small exchange of about 200 stations 
has been installed for which a flat rate charge of $60.00 per annum 
is made. Some of the principal bankers, the larger mercantile houses, 
and the officials of the Post Office Department are connected. The 
Telephone System in Berlin, local, trunk and toll, is now undergoing 
reconstruction and it is officially stated to be the purpose of the De- 
partment to equip the whole of the Berlin area with a complete com- 
mon battery system of exchanges and abolish the present practice of 
working from exchange to exchange, as explained. It is purposed to 
do this within the next two or three years, but it will probably, in my 
opinion, take at least six years, if not more, for the reason that the 
Department is so clogged with officialism that progress is made at a 
very low rate. The exchange at Charlottenburg has an equipment of 
5,500 lines, and being the most modern exchange in the Berlin area, 
is the "show exchange" to which all visitors are conducted, without 
fail. To give an idea of the general upkeep of the Berlin system, I 
was informed that at this exchange alone they have an average of 100 
cases of trouble per day. Discipline- amongst the operators is con- 
spicuous by its absence and they appear to do very much as they 
please. They are not trained in a telephone school, but acquire a 
knowledge of their duties at the switchboard. They are provided by 
the Department with a sitting room fitted with lockers and scantily 
furnished; stoves for warming their meals are also provided. The 
toilet facilities are extremely meagre. It is my opinion that the 
operators are not well informed or especially intelligent. For the 
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first two years they are paid at the rate of 60 cents per day ; the third 
and fourth year at the rate of 72 cents per day. After they have been 
in the employ of the Department for 9 years they are placed on the 
regular list, when their salary amounts to $360.00 per annum, and 
they are allowed $129.60 per annum for additional expenses. They 
hold their positions for life, unless removed for cause, and are bene- 
ficiaries, under the General Pension System, which applies to all Gov- 
ernmental employes. Their hours of labor totals 6 per day in one 
shift and they must make a total aggregate of 42 hours per* week. 

The linemen, cablemen and installers receive from 72 cents to 96 
cents per day. They work seven, eight or nine hours a day, according 
to the season of the year, and, although there is no allowance for over- 
time work, yet they are paid, when, owing to the inclemency of the 
weather, they cannot do outside work. The Department has free use 
of the highways so long as its poles do not obstruct traffic, and free 
access is had to the very extensive' right of way possessed by the 
State railroads. Although the rights of abutting property owners are 
not recognized, the Department is obliged to obtain the consent of a 
municipality to install pole lines or conduits within its limits. The 
Department is obliged to pay owners of property for any damage 
which may result from the trimming of trees. But only the actual 
damage which is done must be paid, and it is not necessary to notify 
the owners before trimming the trees. 

The capital investment for the whole of the telephone system 
was $67,513,000.00. # The Department obtained the money for the car- 
rying on of the telephone system from the Reichstag, and the ap- 
propriations are made in the ordinary and the extra-ordinary budgets. 
The Department until five years ago did not regard the money it ob- 
tained as a loan, but since that time the money advanced for the De- 
partment's various needs is regarded as a loan. However, no time is 
specified for its repayment, and no allowance is made for refunding inter- 
est or depreciation, neither does it pay taxes or allow anything for 
the rental of the buildings which it occupies. No detailed statement 
is given of its receipts and expenses, and the only statement it does 
make regarding receipts and expenses is a statement of the joint re- 
ceipts and expenditures of the combined Post Office, Telegraph and 
Telephone systems. A separate statement is made of the yearly re- 
ceipts of the telegraph and telephone system, but no information is 
given Concerning the expenses of operation, nor is any general state- 
ment given regarding capital accounts. The receipts and expendi- 
tures and surplus of the combined postal, telegraph and telephone ser- 
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vice for the year ending 1903, which were the latest published sta- 
tistics at the time of my visit is as follows: 

Receipts $111,625,538.00 

Expenses 99,149,221.00 

Surplus $ 12,476,317.00 

It will be of interest to note that before telephone service could 
be obtained it was necessary for the intending subscriber to .secure 
written permission from his landlord. It was extremely difficult to 
locate a call office, there being only 142 in the whole area. These 
were chiefly confined to Post Offices, and before permission could be 
secured to use them one had to undergo a sort of star-chamber ex- 
amination. It is only recently that Berlin has given a continuous 
service. It was the custom to close down the plant at 10 o'clock in the 
evening. Recently the long distance system has been receiving con- 
siderable attention in its development. The sum of $4,080,000.00 was 
spent during the year 1904 for improvements and extensions. The 
Department exercises considerable discrimination, however, in estab- 
lishing long distance connections between localities. Citizens of the 
locality desiring long distance service must guarantee that the annual 
earnings of the exchange, for the first five years after installation, will 
be 5 per cent, of the cost of the installation; if the earnings are not 
equal to the guarantee, the deficit must be paid by the locality. 

The rates for Long Distance Services are as follows: 

Up to 15.5 miles 4.3 cents for 3-minute period 

From 15.5 to 32.0 miles 6 cents for 3-minute period 

From 31.0 to 62.1 miles 12 cents for 3-minute period 

From 02.1 to 310.6 miles 24 cents for 3-minute period 

From 310.6 to 621.2 miles 36 cents for 3-minute period 

Above 621.6 miles 48 cents for 3-minute period 

There are special rates to foreign countries. The time during 
which a person may use a long distance line is limited to one or two 
three-minute periods. Should there be another call waiting the line 
must be surrendered at the end of the second period, but if a line 
is not wanted this period may be extended to another three-minute 
period. A subscriber using a toll line is not notified when a three or 
six-minute period is completed and is cut off without warning. The 
long distance service is subjected to very long delays and is unre- 
liable. Especially does this remark apply to the line between Berlin 
and Paris, which is fair one day and absolutely useless the next. The 
number of long distance circuits are quite insufficient and this fact 
has been the means of establishing a gross imposition known as 
urgent rates. This is a system which permits a subscriber, by paying 
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three times the ordinary toll-charge, to obtain precedence over an 
ordinary message. An actual experience will explain the working of 
this clearly. A friend of mine desiring to talk from his hotel in Berlin 
to the United States Consulate in Munich, a distance of 411 miles, 
ordered up the connection. He was informed that the lines would, be 
busy for a long time but by paying three times the ordinary amount 
of the toll-charge immediate service could be given. This was agreed 
to but 35 minutes elapsed before the connection was ready. Then it 
was found that the wrong number had been given, and when the 
United States Consulate was ultimately secured it was impossible to 
talk. Not only was it impossible to talk but also to get the fee re- 
turned. I attach herewith the rates for the Berlin area, and would 
mention that each message rate subscriber must guarantee 400 calls 
per annum. The average traffic per day of all stations on the Berlin 
system was 11.5 per station. The information was given me that 
the average call per day on message rate lines were 3. calls per 
station per day. The flat rate service is the more popular in Berlin, 
being adopted by roughly 70% of the subscribers. 

BERLIN STATISTICS. 

There w&s in Berlin on December 31, 1904, a" total of 80,970 stations, which are 
divided as follows: 

Flat rate 38,088 

Message rate 15,269 

Free 493 

Extension 26,266 

Stock Exchange 112 

Public 142 



80,970 



There were 54,804 connecting lines with an average of 2.2 miles to a line and 
there was in the Berlin area 231,990 miles of wire which was divided as follows: 

Overhead. Underground. 

In service 20,928 miles 102,707 miles 

In reserve 55,732 miles 52,623 miles 



76,660 miles 155,330 miles 

GERMAN STATISTICS. 

The lengths of some of the principal long distance lines from Berlin are as 
follows : 

Berlin — Paris 695 miles 

Berlin — Budapest 608 miles 

Berlin — Vienna 415 miles 

Berlin — Munich .^ 411 miles 

Berlin — Cologne 395 miles 
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BERLIX STATISTICS. 

The receipts of the telegraph and telephone systems for the years ending 1902 
and 1903 were as follows: 

1902. 1903. Increase. 

Telegraph $7,824,935.00 $7,969,262.00 $144,327.00 

Telephone 10,876,367.00 11,853,493.00 977,126.00 



Total $18,701,302.00 $19,822,755.00 $1,121,453.00 

The telephone rates for exchanges arc as follows: 

Flat Rate— 

Exchanges with not over 50 subscribers $19 to $20 per year 

Exchanges with 50 to 100 subscribers 24.00 per year 

Exchanges with 100 to 200 subscribers 28.80 per year 

Exchanges with 200 to 500 subscribers 33.60 per year 

Exchanges with 500 to 1,000 subscribers 36.00 per year 

Exchanges with 1,000 to 5,000 subscribers 38.40 per year 

Exchanges with 5,000 to 20,000 subscribers 40.80 per year 

Exchanges with over 20,000 subscribers 43.20 per year 

Message Rate — 

Exchanges with not over 1,000 subscribers $14.40 per year 

Exchanges with 1,000 to 5,000 subscribers 18.00 per year 

Exchanges with 5,000 to 20,000 subscribers 21.60 per year 

Exchanges with over 20,000 subscribers 24.00 per year 

Subscribers contracting for message rate service are charged 1.2 cents for each 
local call and guarantee 400 calls per annum. 

The foregoing rates apply to stations which are not over 3.1 miles from the ex- 
change. Subscribers who are over 3.1 miles from the exchange and use either the 
flat or message rate service are required to make the following additional payments 
for each 330 feet of line exceeding 3.1 miles and up to 6.2 miles from the exchange. 

Grounded circuits $0.72 

Metallic circuits 1.20 

and for each, 330 feet of line exceeding 6.2 miles and up to 9.3 miles from the ex- 
change as follows : 

Grounded circuits $2.40 

Metallic circuits 3.60 

Stations which are outside the 9.3 miles radius are not considered a part of the 
main exchange's systems and subscribers are obliged to make special arrangements 
with the Post Office Department for the installation of lines. 
The rates for extensions are as follows: 

Same person, same building, different $4.80 per year 

Not more than 33 feet distant 7.20 per year 

For each 330 feet additional — 

Grounded circuit 72 per year 

Metallic circuit 1.20 per year 

Extension stations which are 6.2 miles from the exchange must be connected 
at the expense of the subscriber and the following rates are added to the regular 
extension rates: 

On the same property $2.40 per year 

On other property 3.60 per year 



GAS, OIL AND ELECTRIC LIGHT. 239 

The Department makes the following charges for moving stations: 

In the same room — 

Grounded circuit , $0.96 

Metallic circuit 1.44 

*On the same property — 

Grounded circuit 1.44 

Metallic circuit 2.40 

To another property — 

Grounded circuit 3.60 

Metallic circuit 6.00 

■ 

If it is necessary for the department to move the station more than 6.2 miles 
from exchange, the subscribers must pay the cost of construction. 

The regular pay-station rate is 2.4 cents for a local call and the fee for suburban 
calls is 4.8 cents for each conversation. 

Express calls are used in the local and suburban service and have precedence 
over regular calls and are charged for as follows: 

Local 7.2 cents per message 

Suburban 14.4 cents per message 

A subscriber can arrange to have a person summoned to a public station by pay- 
ing a fee of six cents. 



STOCKHOLM. 



The telephone systems in Sweden are principally in the hands 
of the state. There are, however, twenty-three small systems which 
possess just over one thousand subscribers. They are principally co- 
operative systems and resemble the mutual co-operative systems of 
the United States. There is at present only one large private com- 
pany which carries on business principally in Stockholm. This town 
is one of the largest in Sweden, having an area of just over twelve square 
miles, and a population at the end of 1904 of 318,438. Supporters 
of competitive telephony always give statistics of this town in sup- 
port of their theories. It is practically the. only large town in Europe 
in which there is active telephone competition. I spent some time in 
studying the system, owing to the fact that it has a reputation of 
being the best developed town, telephonically speaking, in Europe. 
Some figures have been published stating that this development has 
reached the proportion of one telephone to each six inhabitants. If 
these figures were correct Stockholm would be the highest developed 
telephone town in the world. I do not, however, agree with these figures 
as I found that of the eleven thousand telephones operated by the state 
system, nearly eight thousand were duplications. However, Stock- 
holm is undoubtedly the best developed city in Europe, and in my 
opinion gives the best service. The City of Stockholm, with the sane- 
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tion of the Crown in 1878, granted a perpetual concession to an organi- 
zation called the Bell Telephone Co. of Stockholm, to operate a 
telephone system within the limits of the city. The Company is re- 
quired to conform to the City and Royal regulations concerning the 
use of the streets and highways, but it is not required to pay any 
general compensation to the City or Crown under the terms of the 
concession. 

In 1883 the Stockholm General Telephone Company, which is 
also known as the Allmanna Company, received a 50-year conces- 
sion from the City, permitting them to operate a telephone system in 
an area extending in a radius of 43.5 miles from the "Great Market" 
in the City of Stockholm. This area practically includes the whole of 
the city and the province of Stockholm. The concession did not re- 
quire the payment of any compensation for the use of the streets on 
the part of the Company, and the same regulations regarding the use 
of the streets and highways are enforced, as in the case of the Bell 
Company. The concession, however, gives the City the right to 
purchase the property of the Allmanna Company at its termination, 
by the payment of the then physical value of the property. Competi- 
tion ensued between these two companies until 1885 when the All- 
manna Company obtained the controlling interest in the Bell Com- 
pany. Both companies, however, are still operating in the City of 
Stockholm where they have seven very fine exchanges, all operated 
on a magneto basis, the largest of which has a capacity of 20,000 
lines. They act in conjunction with each other and are practically 
one system. 

In 1889 the Government built an exchange in the City of Stock- 
holm and began active competition with the Company. The toll 
lines at this date were very scanty but what there were of them were 
connected with the Bell exchange in Stockholm. Since 1889 th*» 
Government has secured greater appropriations, and has developed 
the system throughout the whole of Sweden. Intercommunication 
was given between the Allmanna, Bell and the Government sys- 
tems until 1903, for which a charge of 2.7 cents was made. The Gov- 
ernment proposed a reduction of 1.35 cents per message but the pri- 
vate companies rejected this proposal on the ground that such a re- 
duction due to the difference in the rates charged would be entirely 
to the benefit of the Government. The question became very acute 
and resulted in the discontinuation of the inter-communication be- 
tween the systems. This caused great indignation among the citi- 
zens of Stockholm, and the public press took up the question very 
strongly. Very great pressure has been brought to bear by various 



* » 



GAS, OIL AND ELECTRIC LIGHT. 241 

interests to compel the renewal of inter-communication, and the city 
authorities have refused to grant further rights of way to either com- 
pany until inter-communication has been renewed. This state oi 
affairs has created an extraordinary arrangement termed an "Ex> 
change Bureau." The Allmanna Company rents a Government tele- 
phone and employs an operator to repeat messages which are re- 
ceived over its lines for subscribers of the Government system, or 
over the Government lines, for the subscribers of the Allmanna-Bell 
system for which they make a charge of 2.7 cents per message. The 
Government has the same practice for which it charges 1.37 cents for 
the same service. Some negotiations have taken place between the 
Government and the Allmanna Company for the purchase of the lat- 
ter's property. A price was agreed upon but the Swedish Parlia- 
ment refused to sanction the proceedings. The Allmanna Company 
furnishes an unlimited service only and the Bell Company furnishes 
a measured rate service only. Subscribers of either company can con- 
verse over the whole of the area at the rates quoted. The Allmanna 
Company has some peculiar -features. Some subscribers, termed 
"star subscribers," may be called by a message rate subscriber, on the 
Bell system, without any charge to the latter although he is a message 
rate subscriber, and they themselves have unlimited service between 
subscribers in both systems. This class of service is extremely popu- 
lar amongst the provision stores, etc., and there are over 9,000 sub- 
scribers in this class. The star subscriber pays for this privilege the 
sum of $6.40 per annum. Ordinary flat rate subscribers pay what is 
termed an entrance fee of $13.50. 

This is represented to be their proportion of the cost of installation 
and may be paid either in one sum or in installments of $2.70 per 
year. When there is a line on the subscriber's premises no 
entrance fee is required. These subscribers have unlimited service 
to the Allmanna subscribers only. There are just over 6,000 in this 
class. Measured rate subscribers to the Bell Company pay an 
entrance fee of $2.70 in addition to their per annum charge of $12.15 
which entitles the subscriber to free communication with all starred 
subscribers in the Allmanna system, and to 100 free messages quar- 
terly to Bell subscribers. All excess calls are charged at the rate of 
2.7 cents per message. The Company has also established a type of 
service known as "express service/* for the subscribers in the City 
of Stockholm who may wish to reach a country subscriber quickly. 
Express calls take precedence over the regular calls, and 2.7 cents is 
charged for each three-minute period, or part, for this type of service. 
The pay station rate of the Allmanna Company is 2.7 cents per mes- 
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sage, whilst the pay station rate which is charged by the Govern- 
ment is 1.35 cents per message. In connection with this matter one 
of the first things that attracted my attention was the number of call 
stations which are at the corners of almost every square. It is 
not considered correct form for a lady to enter a saloon, and drug 
stores are not to be found on every corner. So these call stations, 
which are very ornamental, supply a real public need. I was un- 
able to obtain any official figures concerning the amount of traffic pro- 
duced by them, but from my own observation I should say that it was 
quite a large amount. The Swedish Government has practically cut 
the rates of the private companies in half, as they charge a flat rate 
of $13.50 per annum, with an installation charge of $13.50. This is 
$7.10 less than the average charge made by them in other cities. The 
Government, although having the advantage of long distance connec- 
tions for its Stockholm subscribers and charging cheaper rates, has 
less than one-half the number of subscribers which the combined 
companies have. In fact, the strength of the Government system in 
Stockholm is due solely to the reason that it can furnish long distance 
service. The strength of the private companies is amongst the smaller 
merchants who do not use the telephone outside of the city, in the 
apartment houses, and amongst the residents of the suburbs of Stock- 
holm, which are within the area. The large merchants and the com- 
mission houses use both the Government and the Company tele- 
phones on account of the long distance facilities they provide. How- 
ever, the local use of the Government* system is very much less than 
that of the Company. The Telephone Department has the general 
right to erect pole lines along the public highways and railroad rights 
of way, but is obliged to pay for right of way over private lands, and 
must obtain the right of the Crown to cross a highway. The case of 
the City of Stockholm is an instance of the control a municipality 
has over its streets. It has refused the right to permit the De- 
partment to install an underground system of conduits; as a result 
a large portion of the Government system of Stockholm consists of 
overhead wires, and the appearance of the large iron fixtures which 
are attached to the buildings and which carry hundreds of wires is 
very marked. The Government operates with one large magneto ex- 
change which is maintained in a very efficient manner. The operators 
are paid at the rate of $4.13 per week, whilst the linemen and repair- 
men average $5.45. The operators work for the Department for five 
years only when they are discharged with a bonus of $81.00, given for 
good service. I cannot see any sense or reason in such an arrange- 
ment, as it is my experience that after this period of service an opera- 
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tor has just reached her maximum efficiency. They work 7 hours a 
day, which is divided into two periods of three and four hours. The 
average number of calls is stated to be seven per station. The Gov- 
ernment freely admits that the Stockholm exchange is losing money, 
and that the profits of the telephone department are derived from the 
other towns where much higher rates are charged and from the toll 
lines. 

The long distance lines are all State owned, and as far as my 
experience goes, give poor service. The lines are noisy and the 
transmission is poor. Some of their toll lines are composed of what 
is termed "grounded circuits." A person must pay for the service 
as soon as the connection is made, and can use the line for two con- 
secutive three-minute periods only, when a three-minute period must.. .' 
intervene. Double rates are charged for express messages, and they 
take precedence over regular messages and are used extensively dur- 
ing the day on account of the insufficiency of the long distance cir- 
cuits to take care of the traffic. The Department has also established 
a type of service which is known as a "serial conversation." This is 
the nearest approach to what is termed in America as "appointment 
calls," which can be found in Europe. Serial conversations must be- 
gin at a certain time and be of a definite duration. They must in- 
clude twelve conversations which shall be equally divided through- 
out one calendar month, and the order for the serial conversation must 
be given three days before the commencement of the period. The 
price for this type of service is double the regular long distance rate. 
There is international service between Norway, Denmark and 
Germany. 

The Department has obtained the money for the Telegraph and 
Long Distance telephone lines from state appropriations, but the 
money for exchanges in different cities and towns has been obtained 
in many cases from the public funds. There was no provision made 
for the repayment of the principal or the payment of interest on a 
large portion of the money which was first advanced by the state, 
but the money which was advanced from the different funds was 
loaned for twelve-year periods, and interest paid at the rate of from 
3 to 4 per cent, per annum. The receipts from the Telegraph and 
Telephone systems are kept separately, but the expenses are kept 
jointly so it is impossible to get any idea as to the financial success or 
otherwise. 

The Telegraph and Telephone Department, according to its 
statement for the year ending December 31st, 1904, claims that the 
total property of the Department represented a valuation of $10,- 
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308,597.00, and of this amount the sum of $7,840,124.00 is stated to be 
"assets over liabilities" and the remainder, amounting to $2,468,473.00, is 
that portion of the Department for which a sinking fund is created 
and on which interest is paid. 

The Department has expended in the building of the long dis- 
tance lines and in the purchase of exchange systems the sum of 
$8,391,666.00 between the years 1881 and 1905. The principal por- 
tion of the so-called "assets" of the Department, amounting to $7,- 
840,124.00 is composed of telephones and pole-lines which are valued 
at over $5,400,000.00. 

The Department expended during the year ending Dec. 31st, 
1904, the sum of $409,812.00 for the maintenance of the Telegraph 
and Long Distance Telephone lines and the exchanges, which is less 
than 4 per cent, per annum on the present stated value of the property 
of the Telegraph and Telephone Departments. 

The sum. of $409,812.00 is the only item which appears in the 
accounts of the Department for the maintenance of the property, and 
no allowance is made for depreciation, as the Department claims that 
the property is properly maintained out of earnings, the fictitious 
and unsound valuation in the item of "assets over liabilities" amounting 
to $7,840,124.00 becomes apparent. 

The former and present statements of the Department, further- 
more, do not show any provision for renewal of material and property. ' 

The profits of the Telegraph and Telephone Departments accord- 
ing to its statements for the year ending Dec. 31st, 1904, amounted 
to $138,546.00. This is between 5*4 and 6 per cent, upon the sum of 
$2,468,475.00 for which the Department creates a sinking fund and 
upon which it pays interest and probably considers as its present 
capital. 

The manner in which the figures of the Department are pre- 
sented, and the padding of the "assets" is an excellent example for 
the way in which the figures of many of the continental Telephone 
and Telegraph Departments are presented and there can be no doubt 
that if the Telegraph and Telephone Departments made proper allow- 
ance, for depreciation upon its property and was obliged to create 
a sinking fund and pay interest for all moneys which it has obtained 
at different times, the alleged profit which it shows at the present 
time would be converted into a deficit. 
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The combined capital of the Allmanna-Bell companies amounts 
to $1,039,500.00, and is divided as follows: 

Allmanna $ 769,500.00 

Bell 270,000.00 



$1,039,500.00 

The Allmanna Company pays dividends of eight per cent, and the 
Bell Company pays dividends of six per cent, annually upon their 
respective capital stocks and are well thought of financially ; the stock of 
the Allmanna Company selling at a premium. ' 

The Allmanna Company, in addition to operating a telephone 
system in the City of Stockholm and the surrounding territory, is also 
interested in the installation and operation of exchange systems in 
the cities of Moscow and Warsaw, and the accounts of the Company 
contain a statement of the finances of the Company's foreign business 
as well as those of the Stockholm system. 

The expense of the operation of the Stockholm system are care- 
fully concealed and are presented in such a way that they do not 
show the amounts which are expended for wages and maintenance. 

The Profit and Loss statement of the Company simply states 
that the "Income" from the Telephone Department was $199,788.00 
"after deducting expenses of upkeep," and this amount is credited 
along with the profits which are derived from the other affairs in 
which the Company is interested. The Company shows a net profit 
amounting to $189,971.00 for the year from all the different branches 
of its business. 

This profit would be reduced by $108,635.00, or considerably over 
fifty per cent, if the Company relied solely on the Stockholm telephone 
system as its source of profit. The gross income which it is stated 
is derived from the Telephone Department amounting to $199,788.00 
should be charged with $118,447.00 for rents, salaries, taxes, improve- 
ments, and a sinking fund of two per cent, upon the value of the Com- 
pany's plant. This latter allowance of two per cent, is set aside annu- 
ally and is the only provision made for depreciation and sinking fund 
by the Company. 

It will therefore be seen from the foregoing figures that the net 
profit which is derived from the telephone systems is about $81,341.00, 
and is less than half of the Company's net profits; the balance of 
which are derived from other sources as already stated. 

The fact that the Company is able to operate at a low cost and 
to furnish service at the prices which it does, may be accounted for 
in several ways, but all of them may be said to be purely local or 
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national. The frugal customs of the Swedes, the general cheapness 
of materials, and the small wages paid are material factors in the 
general results. 

The Stockholm area is small and compact, and the extensive 
use of large buildings for business and living purposes renders pos- 
sible the installation of a large number of telephones in a small 
area. 

The Almanna Company is well administered and strict atten- 
tion and careful personal supervision is given to all details of the 
business by the officials of the Company. The Company employs 
a small number of employes to accomplish a large amount of work, 
pays low salaries and wages, purchases materials and supplies in 
large quantities at the cheapest possible figure, and contracts with 
individuals for a large portion of its work. 

Following are some instances of the foregoing conditions and 
practices : 

The number of employes of the Allmanna-Bell Company was as 

follows on December 31st, 1904: 

« 

Allmanna 709 

Bell 133 

Total 842 

Of this total of 842 employes, 447 were operators. 

The Company pays its Chief Engineer $1,060.00 per year, and 
the wages of the other employes are proportionately low and have 
already been given in the schedule of salaries and wages. 

The Company does not build lines or install telephones outside 
the City of Stockholm, but contracts with some local engineering 
firm or electricians to do the work. The Company sets the poles 
and supplies the material, and the remainder of the work is done by 
the contractors. It also makes contracts with local electricians to main- 
tain the country lines and stations, and in this way claims that it can 
maintain lines cheaply and accomplish the results which it does with 
a small force. 

The Chief Engineer of the Company claims that it is able 
to maintain and operate stations at an average cost of $4.05 per 
annum, and is able to contract for the maintenance of subscribers' 
lines and stations outside of the City of Stockholm at 81 cents per 
station per annum and upward, according to the length of the line 
from the Central office. 



/ 
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STOCKHOLM STATISTICS. 

The wire mileage in Stockholm is as follows: 

Overhead wires 2,607 miles 

Underground wires 22,183 miles 

Overhead connections 1,365 miles 

Submarine cable 135 -miles 

26,290 miles 
Of the above mileage the following amount is in reserve: 

Overhead wires 841 miles 

Underground wires 9,423 miles 

Overhead connections 31 miles 

Submarine cable 62 miles 

The Company uses bronze wire in the city and iron wire in the country. 
The mileage of the telegraph and long distance telephone lines on December 
* 31st, 1904, was: 

POLE LINES. 



J • Telegraph. Telephone. Combined. Total. 

1,285 8,728 4,680 14,693 miles 



WISE MILEAGE. 

Telegraph 18,043 miles 

Telephone — 

Metallic circuit . .- 43,421 

Grounded circuit 568 

43,989 miles 

Total 62,032 miles 

TOLL CHARGES. 

The Government makes the following charges for long distance telephone service 
for each 3-minute period of conversation: 

From 1 to 62 miles ' 4c 

From 62 to 155 miles 8c 

From 155 to 373 miles 13c 

From 373 to 497 miles 20c 

From 497 to 621 miles 27c 

From 621 to 746 miles 34c 

From 746 to 870 miles 40c 

From 870 to 1,000 miles 47c 

Over 1,000 miles 54c 

The night rates are as follows? 

4c when the rate for day call is 8c 

8c when the rate for day call is 13c 

13c when the rate for day call is 20c to 2.7c 

20c when the rate for day call is 34c to 40c 

27c when the rate for day call is 47c to 54c 
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NUMBEB Or TELEPHONES INSTALLED, WITH BATE OF INCREASE. 

1903. 1904. Increase. 

Government . . 10,843 stations 12,308 stations 1,465 stations 
Company's . . .29,376 stations 31,695 stations 1,309 stations 



40,219 stations 43,993 stations 2,774 stations 
The Allmanna-Bell Company had on April 13, 1905, 37,893 stations within the 
Stockholm area of which 25,383 were Allmanna subscribers, 13,510 were Bell sub- 
scribers and of this total 7,134 were "Starred" subscribers. 

Government System — 1894. 1904. Increase. 

(Whole of Sweden) 19,083 stations 74,598 stations 55,515 stations 

AUmanna-Bell By stem — 

Stockholm area 11,146 stations 37,445 stations 26,299 stations 



Total 30,229 stations 112,043 stations 81,814 stations 

The wages and hours of labor of the Allmanna-Bell Company are as follows: 

Chief engineers ; . . $1,080 per year 

Young engineers $33.75 to $40.50 per month 

Female clerks $18.90 to $20.25 per month 

Line foremen $33.75 per month 

Operators $3.40 per week 

Linemen, cablemen, instrument men and 

troublemen . .$4.86 to $5.67 per week 

The operators work 7 hours a day, which is divided into parts of 3 hours in the 
morning and 4 hours in the afternoon. The office force works from 9 to 11 A. M. 
and from 1 to 5 P. M. and the outside force 10 hours per day. 
Overtime is paid as follows: 

From 7 to 10 P. M 33 1/3% additional 

After 10 P. M. and on Sundays.' 50% additional 

City linemen when assigned to work 1.8 miles from their central stations are 
allowed 20c for meals and 20c for lodgings. Repairmen sent to work 3 miles from 
their central station are allowed 40c for meals and 13c for lodgings. 

BATE SCHEDULE. 

Charge per Station Entrance 
Allmanna Company — per Annum. Fee. 

"Star" Service— Unlimited direct lines $27.00 

Unlimited direct linos 21.60 $13.50 

Two-party line unlimited service 16.20 13.50 

Additional connections on same property as main con- 
nection 8.10 

On different property ( limit of length of line, 550 yards ) 10.80 6.75 

Additional charge for 550 yards exceeding first 550 yards 2.70 

Bell Company — 

Direct line (message rate) — 

Business connection 1&15 2.70 

Residence connection ' 9.72 2.70 

(100 calls free to subscribers of the Allmanna 
system. Excess calls 2.7c each.) 
Government Bate — 

Direct line (unlimited) 13.50 13.50 
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SWITZERLAND. 

Switzerland is the smallest of all European countries, its total 
population at the last census being 3,315,443. The telephone system 
has until recently been in a somewhat backward condition, the total 
development being 1 in 70. However, the telephone system is now 
being developed along modern lines; large grants have been issued 
and reorganization is proceeding on a fairly large scale. Especially 
does this to apply to the long distance lines. One circuit from Switzer- 
land to Germany, which was the first to be reconstructed, has been 
built on the most modern principles, Pupin coils being used in its 
construction. In my opinion it is the best constructed line on the 
continent, and gives most efficient service. The telephone system 
throughout Switzerland, with the exception of the town of Zurich, 
has always been owned and operated by the Federal Parliament as 
a branch of the telegraph system. In 1880 a five year franchise was 
given to the Zurich Telephone Company for setting up of a telephone 
system in Zurich. This was acquired through purchase by the Fed- 
eral Government in 1886, and it has from that date had sole 
control of the entire telephone system of Switzerland, as the par- 
liament had definitely decided as far back as 1880 that the telephone 
system should be carried on by the Government. The purchase 
of the Zurich Telephone Company must, therefore, be regarded as 
only a measure taken to promote the development of the Switzer- 
land telephone system. The department has free access to the 
highways and public thoroughfares, and has the use of the extensive 
right of way of the state railroads. When it is necessary to use 
private property for the suitable erection of lines, in many cases per- 
mission is obtained from the proprietor to set up poles without ask- 
ing compensation; in other cases a payment is made once for all ac- 
cording to mutual agreement On an average this payment amounts 
to about one dollar per pole. At the time of my visit to Zurich the 
city' had a population of 150,000. There were 6,000 stations which 
gave a development of 1 telephone to each 25 inhabitants. Consid- 
erable reconstruction was then in progress, as owing to the use of 
high tension traction systems a large number of subscribers on 
grounded circuits were unable to get satisfactory service. The sys- 
tem used was a full magneto service, and in the cases where metal- 
lic circuits were used, was fairly satisfactory but awfully slow. 

The calling rate was extremely low, averaging 3 per day. One 
of the interesting features of the service was the right of subscrib- 
ers to send what was termed, "Phonograms." The subscriber could 
call up his exchange and dictate a message which would be written 
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down and sent by messenger to the address given. The charge 
for this varied, with the length of the message and the distance from 
the exchange to the address given. Call stations were divided into 
two classes, (a) "Subscribers stations" which are authorized for 
public use, (b) "Public Call Stations" which are erected by the man- 
agement exclusively for the public service. The subscriber's sta- 
tion is selected after arrangement has been made With the sub- 
scriber. He is obliged to place his station at the service of anyone, 
and he is responsible to the management for good attention to ser- 
vice and for correct payment of charges. However, he retains all 
the rights and responsibilities of an ordinary subscriber. The du- 
ration of a call is limited to a period of three minutes. The sub- 
scriber who permits his station to be used in this manner receives 
for his service the following shares; 1 cent for each local call; 2 
cents* for each toll call, and a commission of 2 cents for each phono- 
gram. Public call stations are only set up in buildings where hotel 
service or tavern business is carried on. Special soundproof com- 
partments are provided. In the outlying districts groups of sub- 
scribers may be connected with the exchange by means of what is 
termed a switch-station. This is a specially constructed line and is 
built to one of the subscribers who has been selected by the group. 
At his station a plug annunciator board of the requisite size is es- 
tablished, and all the other subscribers in the group have their lines 
connected to this board. This subscriber practically acts as an oper- 
ator. For his services he receives an amount which is fixed accord- 
ing to the number of conversations, and his yearly subscription for 
his own telephone is reduced to $3.86. The subscribers connected 
through the switch-station have to pay in common the charges of 
the expense of the line connecting them with the main system, and 
each individual subscriber pays the cost of his own line beyond the 
length permitted free. The subscribers choose a dejegate who is au- 
thorized to be their representative to the management. He is re- 
sponsible for the charges due by the other subscribers and has to 
provide two securities for fulfillment of his obligations. The sub- 
scribers pay the same general rate as ordinary subscribers, and 
also a yearly contribution of $3.86 toward the expenses of the switch- 
station service. They must also pay the message rate, whether the 
call is either amongst themselves or to the exchange. 

In the long distance service the duration of a conversation is 
considered to have begun immediately the called station replies, 
and the conversation is charged for whether the wanted subscriber 
is present or not. 
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The subscriber who on account of the improper handling of his 
telephone or through neglect of the official instructions regarding 
the use of same causes delay, or makes a conversation impossible, 
can be charged for the length of time taken up according to the rate 
of same. Some of the exchanges do not give a continuous service > 
closing down at 9 P. M. There is, however, always an official in 
charge, and should he be called up after this hour, or before 7 A. 
M., he is entitled to a special payment of 10 cents for each conver- 
sation, without regard to its duration or whether the call is effec- 
tive or not. The measured service system of charging is the uni- 
versal system throughout Switzerland, and as this is the only coun- 
try in Europe which offers exclusively this method of charg- 
ing, I inquired as to the reasons. It was explained to me that the 
average cost of the installation of the whole of the subscriber's ap- 
paratus was taken. This was divided into two parts and included 
in the first two yearly charges. The basis charge payable during 
each succeeding year was the average cost of the maintenance of 
the line and the amount set aside for depreciation, whilst the charge 
made for each message represented the actual cost of operating, plus 
a necessary profit. To my mind there is a great deal to be said in 
favor of a similar rate as part of a schedule in a large town. But as 
a hard and fast rate for large and small towns, villages, etc., I do 
not think it suitable or equitable. It was my understanding that in 
the reconstruction, a schedule of rates based on the message rate 
plan, but much more elastic so that a telephone might be found in 
every house, was to be drawn up. As far as I know, or have been 
able to ascertain, the rates have not been changed. In my opinion, 
if the department would introduce into Zurich a two-party service 
for the smaller business people and a four-party service for the 
residence portion, with yearly charges based upon the plan as 
stated for the direct single line, it would be an almost ideal expo- 
sition of the correct method of charging for telephone service. The 
latest balance sheets which I have show that the total amount ex- 
pended on the system was $6,446,472.00. The revenue was $1,411,- 
913.00; total expenditure, which includes management, operating 
expenses, maintenance depreciation, $1,443,210.00, showing a loss on 
the whole system of $31,297.00. The yearly amount of sinking fund 
set aside for construction, is 15 per cent, of the capital. 
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SWITZERLAND. 

AVERAGE COST OF MULTIPLE SWITCHBOARDS. 

Capacity. Equipment. 

1900 240 $ 610.84 

2880 360 2,647.60 

3150 450 3,700.00 

9900 450 4,053.00 

Branch Exchange Switchboards — 

10 lines $27.00 

20 lines 40.53 

Subscriber's wall telephone 19.30 

Subscriber's desk telephone 17.37 

ZURICH STATISTICS. 

AVERAGE COSTS OF EXCHANGE LINES. 

Overhead Wires — 

One loop (metallic circuit) with bronze wire No. 17 S. W. G. with new 

poles $162.12 

One loop (metallic circuit) with bronze wire No. 17 S. W. G. on exist- 
ing poles 49.22 

One loop (metallic circuit) with No. 14 S. W. G. with new poles 176.98 

One loop (metallic circuit) with No. 14 S. W. G. on existing poles 58.29 

One loop (metallic circuit) with No. 10 S. W. G. with new poles 216.16 

One loop (metallic circuit) with No. 10 S. W. G. on existing poles 97.47 

One loop (metallic circuit) with No. 8 S. W. G. with new poles 258.62 

One loop (metallic circuit) with No. 8 S. W. G. on existing poles 144.75 

One loop (metallic circuit) with No. 5 S. W. G. with new poles 321.35 

One loop (metallic circuit) with No. 5 S. W. G. on existing poles 208.44 

Underground Lines — 

Approximate cost per pair of wires (metallic circuit) per 3,281 feet of cable laid. 
Cost of duct or pipe not included — 

Trunk cable No. 15 S. W. G $86.85 

Local subscriber's cable No. 21 S. W. G. (lead covered and steel 

armored) 21.62 

Local subscriber's cable No. 21 S. W. G. (lead covered only) 18.36 

Cost per 110 yards of cable ducts or pipes (iron pipes) 1.16 

Conduits of pipes, width 6 in 3.86 

Conduits of pipes, width 7 % in 4.83 

Conduits of pipes, width 9% in 5.79 

Conduits of pipes, width 11 4/5 in 6.76 

Conduits of pipes, width 13% in 7.72 

Conduits of pipes, width 15% in 8.69 

Conduits of pipes, width 17 1/10 in 9.65 

Conduits of pipes, width 19 7/10 in 10.62 
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SWITZERLAND. 

TOTAL LENGTH OF TRUNK AND SUBSCRIBERS' LINES. 

Length of Lines. Length of Wire. 

Underground 389 miles 100,488 miles 

Overhead 9,417 miles 49,873 miles 

Total 9,806 miles 150,361 miles 

SCHEDULE OF WAGES FOR ZURICH. 

* Engineer $1,061.50 per annum 

Exchange manager 926.40 per annum 

Operators 231.60 to 405.30 per annum 

Foremen $1.16 to $1.54 per day 

Linemen 77 to 1.25 per day 

Polemen 97 to 1.35 per day 

RATES AVAILABLE FOR ZURICH AND THE WHOLE OF SWITZERLAND. 

Direct line — First year $19.30 plus lc per call. 

Direct line — Second year 13.51 plus lc per call. 

Direct line for each following year 7.72 plus lc per call. 

Extension instruments 3.86 per annum 6 lc per call. 

When the station is more than 1*4 miles distant from the central station a year- 
ly additional charge of 58c is asked for every additional 110 yards of singlj wire and 
87c for every 110 yards additional length of double wire. 

These rates are payable in advance half-yearly. For call stations a charge of 
2c for each 3-minute period is charged. 

LONG DISTANCE TOLL CHARGES. 

Up to 31 miles 6c 

Up to 62 miles 10c 

Over 62 miles 15c for each 3-minute conversation. 

The subscriber is bound to guard his station and the connec- 
tions existing inside his premises against all damage and is respon- 
sible for any loss accruing to the management through his own 
fault or another's fault. 

By giving notice, a month in advance, any subscriber may de- 
clare his intention of withdrawal. Should withdrawal take place 
during the course of the first year a compensation of $7.72 is re- 
quired. In addition to this should the station be outside the "free" 
limit, $5.79 is required. For moving a station into another house 
or premises, a fixed charge of $3.86 is made. If a telephone arrange- 
ment already exists in the new residence into which the subscriber 
moves, then the subscriber has merely to pay the actual costs of 
moving the station including the expenses of disconnecting his 
former station when this is necessary. When a subscriber gives up 
his station in order to take up at once a new station in another ex- 
change, he can only retain the privileges resulting from the dura- 
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tion of his period of subscription, by paying all the expenses for the 
setting up of the new line and the fixing up of the new station and 
by continuing to pay his subscription without interruption. If the 
subscription should not have lasted two complete years, then be- 
sides the foregoing he will also have to pay the expenses of discon- 
necting his former station and its connecting wire if it should be 
necessary. The subscriber has to make arrangements so that the 
installation of the station can be made without hindrance or ex- 
pense. He has also to make any necessary arrangements so that 
the management shall have to incur no expenses for cutting branches 
of trees or fixing up supports for the wires. The management de 
cides as to the kind of telephone to be supplied to subscribers. For 
setting up a movable station an additional sum of $5.00 is required. 

Respectfully submitted, 
(Signed) Walter F. Burgess. 
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CITY OF CHICAGO 

BUREAU OF STATISTICS AND MUNICIPAL LIBRARY. 



Hugo S. Grosser, City Statistician, 
Room 409. City Hall. 



December 31, 1906. 
To the Honorable, The Committee on Gas, Oil and Electric Light. 

Gentlemen: Herewith I beg to submit for your considera- 
tion a brief report on the telephone question. It is the result of 
the careful perusal of the testimony presented before your Honor- 
able Committee, and of the study and examination of numerous pa- 
pers on the question. The statistical table attached hereto is based 
upon the reports of the United States Census Bureau, published in 
January, 1906. 

I have principally dealt with the following three phases of thu 
entire question: 

First — Monopoly or competition. 

Second — Measured or flat rate service. 

Third — The rate question. 

1. monopoly or competition. 

All public utilities for which «the use of the public highway is 
necessary must naturally be of a monopolistic character. This is 
the consensus of opinion of all students of economy. Competition 
is commendable only where better service, lower prices and gener- 
ally greater advantages to the public may be obtained by it. Hence 
in brief; in private business competition is necessary; while in pub- 
lic business, on the other hand, good service and cheap rates could 
be, and should be, secured by regulation. While the City of Chi- 
cago has as yet no legal power to regulate the telephone business, 
in the present instance it may obtain this right through a contract 
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ordinance. Inasmuch as a new franchise ordinance for telephone 
service must be issued by the City of Chicago, it would be a com- 
paratively easy matter to reserve in that franchise to the city the 
right of regulation. In the telephone business especially compe- 
tition would not only mean, as for instance in the gas or electric 
light service, a manifold tearing up of the streets of the city and dis- 
turbances of a similar nature, but it would bring about a great deal 
of inconvenience and increased cost to the telephone user, notwith- 
standing the claim that rates are reduced to such an extent that the 
combined rates of all the competitive companies would not be 
higher than the one-rate in case of a single company. While in some 
cities two, and even three, telephone companies are in existence, 
no one except those financially interested, has been brought forth 
to commend such duplicate or triplicate system anywhere. Compe- 
tition in the telephone business does not mean that you have a 
choice of companies, but on the contrary, that if you wish to have 
telephonic communication with all people having a telephone, you 
must be a subscriber to each company doing business in your city. 
To be thus obliged to have two or three different telephones in one's 
business or residence seems to constitute an unmitigated nuisance 
and cannot possibly conduce to effective and cheap service. In 
small towns where there is not very much traffic this may per^ 
haps be endured, but the larger the town the greater the disadvan- 
tages of a competitive system. 

In the City of Chicago, where since six years we have had 
competition on a small scale, no one to my knowledge has yet been 
found who will state that the existence of the Illinois Telephone 
Company with its automatic phones, has been of any special advan- 
tage to our business world, and although there are about seven thou- 
sand automatic phones placed in business offices in the city, I do 
not believe that these are used once out of a hundred times, and 
usually the mere presence of the second apparatus has been a nuis- 
ance and nothing else. 

I believe that under proper ordinances the telephone business 
can not only be fully regulated as to service, but may also be regu- 
lated as to rate for brief periods — the city reserving the right to 
revise the rates granted in any franchise periodically, say every 
five years. I believe that this would be fair and just, because the 
telephone business is still in its experimental stage and subject to 
much development, and new inventions may in a brief time result 
in a considerable reduction of the cost of operation, etc., which would 
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justify a reduction of rates whenever such improvement has been 
brought about. 

2. MEASURED OR FLAT RATE SERVICE. 

Modern opinion favors the "p av for what you get" principle. 
It seems that this is the only just and equitable method for the con- 
sumer and producer as well, and throughout our private and public 
business life, this principle has been adopted with but very few ex- 
ceptions. One of these exceptions has been the telephone business, 
because in it the idea seems to have been extant that it consisted 
of renting telephone instruments rather than rendering service. Dur- 
ing the last few years, however, the correct idea as to what the tele- 
phone business consists of, has taken root and has spread fast. Were 
it only a question of renting telephone instruments, a flat rate for 
the same class of instruments would be just, but the renting of the 
instrument does not complete the telephone business but rather 
makes it possible to begin it. 

It is a well understood fact that while with the increase of busi- 
ness the whole cost thereof becomes naturally greater, at the same 
time the cost of every single article is reduced. But in the telephon3 
business the cost of each article sold, that is, the message, increases 
proportionally with the increase of the traffic; or, in other words, 
the more instruments a company rents, and the greater use of the tele- 
phone thereby resulting, the greater becomes the cost of each indi- 
vidual message. The reason therefor is quite plain. The number 
of messages increases in a greater ratio. To illustrate: If only one 
thousand (1,000) telephone instruments are in a town, each one of 
the telephone subscribers is able to talk with each one of the thou- 
sand, or the total number of calls possible would be one thousand 
times one thousand, or one million. When, however, the number of 
instruments grows to one hundred thousand, the number of possible 
calls would increase to one hundred thousand times one hundred 
thousand, or ten billions. It is, therefore, clear that while the num- 
ber of instruments has increased one hundred fold, the number of 
possible calls has increased ten thousand fold, and it is plain that 
this vast increase requires much more labor in proportion than the 
mere increase of instruments would seemingly demand. Further, 
the quality of service becomes much involved by the large increase 
of possible calls, and the greater this increase the more difficult be- 
comes the service, and I believe that at some limit, service of any 
kind would become an absolute impossibility. If, for instance, of 
the one hundred and thirty thousand subscribers in Chicago only 
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one-half would be using their telephones constantly, good service 
would be out of question. • 

No one can successfully deny that a flat rate will cause the tele- 
phone to be used much more frequently than if each call would have 
to be paid for separately, as with an unlimited service much abuse 
through unnecessary calls cannot be avoided. Thus the lines be- 
come overloaded, and the service interfered with. Where a meas- 
ured rate exists and every call must be paid for, the telephone will 
be used much more discreetly and limited to the actual needs, thus 
easing the load and enabling the company to render much better 
service. 

However, not only the cost of operation and the quality of the 
service must be considered, but the telephone subscriber himself 
demands the first consideration. To him a flat rate seems to be an 
absolute injustice, because the small user is thereby forced to pay the 
same rate as the large user. This is beautifully illustrated by the 
two-fold proposition offered by one of the companies seeking a fran- 
chise from the city. The Manufacturers' Company offers a flat rate 
and a measured rate, leaving the option to the subscriber, its flat rate 
to be $90.00 per annum for unlimited service. If a telephone user 
wishing to avail himself of the measured rate uses daily an average 
of but seven calls on a basis of three hundred days per annum, or 
twenty-one hundred per year, under the' offered rate of the company, 
he would have to pay therefor $87.50. If he used an average of eight 
calls a day, it would cost him $95.00 per year; if ten calls, $110.00. 
Under the flat rate he can use his telephone as often as he wishes. 
From forty to fifty calls is perhaps the possibility of a telephone 
per day, and irb does not seem just, why a man should be obliged to 
pay for eight calls, either more under a measured rate; viz.: $95.00, 
or as much as under a flat rate, as the man who uses his phone 
twenty, thirty, forty or fifty times per day. Thus it would appear 
that the measured rate offered is much too high as compared with 
the flat rate, yet it does not seem possible to reduce that rate to such 
an extent as to successfully compete with the flat rate. Even if re- 
duced to one-half of the present rate, a man who uses thirty calls 
per day, or nine thousand per year, would then have to pay $108.75, 
or $18.75 more than the offered flat rate of $90.00. In order to do 
away with this palpable injustice the only possible thing to do is to 
abolish all flat rate service. 

As far as I have been able to learn the best telephone authori- 
ties and experts all over the world declare themselves unreservedly 
in favor of the measured rate system. 
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In his recent report of November 21, 1906, Mr. Harry P. Nich- 
ols, in charge of the Bureau of Franchises of the City of New York, 

says: 

"That this system (the flat rate plan), is unfair to many 
subscribers, is universally conceded. By it, the subscriber hav- 
ing a small business, and who uses the telephone infrequently, 
pays the same rate as the subscriber having a larger business, 
whose telephone instrument is in constant use. One pays too 
high a rate, and the other too low for the service rendered, and 
this would be particularly true in New York, where the use of 
the telephone varies so materially among the different sub- 
scribers." 

The Merchants' Association of New York, in its "Inquiry Into 
the Telephone Service/' of June, 1905, says : 

"It is the opinion of this committee therefore, that in large 
cities the flat rate with unlimited service is based upon a fal- 
lacy; that it is extremely unjust to small users; favors large 
users unduly; impedes expansion of the telephone business; 
tends to inefficient service, and that as a financial proposition, 
it is unsound." 

Prof. Frank Parsons, President of the National Public Owner- 
ship League, before the United States Industrial Commission, made 
this statement: 

"I believe in the measured service plan for large places, but 
think the double flat rate (residence and business) simpler and 
better for small exchanges." 

The German Imperial Commission, after a thorough investiga- 
tion of the telephone question in its report of 1899, says: 

"The most just method is to re-adjust the charges so that 
each subscriber shall pay according to use." 
The English Parliamentary Committee, in 1898, reported in fa- 
vor of measured rates. 

In a letter published in the "London Times," July 13, 1904, 
Lord Stanley, the Postmaster General of Great Britain, states: 

"The proper method of charge is that which was recom- 
mended by the Select Committee of 1898, under which the pay- 
ments of the subscribers are fixed in proportion to their use." 
Mr. John Hesketh, Telephone Engineer for the Australian gov- 
ernment, in an article in the "Electrical Engineer," London, Feb- 
ruary 10, 1905, says: 

"As to rates the proper principle undoubtedly is a guaran- 
teed tariff, under which the user pays according to the amount 
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of his use. It is a great mistake to base the telephone service 
upon a low flat rate for unlimited use." 

The United States Census Bureau in its special report for Janu- 
ary 23, 1906, on "Telephones and Telegraphs," prepared by Mr. 
Thomas Comerford Martin, expert special agent, with the co-oper- 
ation of Mr. A. V. Abbott, says: 

"The measured rate system is undoubtedly the logical one 
as the subscriber pays exactly in proportion to his use of the tele- 
phone, and instead of the large user securing service at a rate 
much below the cost of the service, and the small user paying 
much more than the cost, each user pays his proper share, the 
average return to the company giving a return on the whole in- 
vestment." 

3. THE RATE QUESTION. 

The problem involved in determining telephone rates is the 
most difficult of the entire question. Even telephone experts and 
engineers have fallen down on it, as proved by the fact that there 
are some companies unable to pay dividends, and others who have 
sought to obtain an amendment to their franchise authorizing them 
to increase the rates originally agreed upon. There can be no such 
thing as a standard telephone rate, nor is it feasible to arrive at 
proper rates by means of comparison, for in the telephone business, 
perhaps more than in any other, a reasonable rate must depend 
upon the exact condition as to area, distances, traffic, character of 
service, legal requirement, labor conditions, etc., prevailing in each 
particular locality. There are probably no two places in the United- 
States where these conditions are exactly alike. 

The fixing of the rate usually has been, and still is, left to the 
company seeking the franchise, although more recently here and 
there a tendency is observable on the part of the franchise-giving 
authorities to scrutinize more closely the rate submitted, and to 
hold them within well defined limits. What then, should be the 
rate? Generally speaking, the rate should be placed at such a figure 
as to allow the cost of operation and maintenance, depreciation, in- 
terest on the investment and a fair profit. The last named item, 
about which there is so much diversity of opinion, must, of course, 
be conceded as long as we may obtain telephone service through 
private enterprise only. With reference to the amount of profit, 
public opinion has undergone quite a change; where formerly not 
much thought was given to the matter at all, and 15 or 20 per cent, 
or more were not considered especially high, to-day a profit or divi- 
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(lend of 5 or 6 per cent, on the actual capital invested without any 
regard to speculative values is deemed fully enough for all public 
utility enterprises. 

Granting these premises a basis of fixing the proper rate must 
be found by ascertaining; a — the amount of the actual capital needed 
for the investment; b — the cost of operation and maintenance, in- 
cluding a reserve for depreciation; c — the amount required for in- 
terest and other fixed charges; d — an estimate of the amount of ser- 
vice to be rendered ; e — the. amount of revenue to be derived there- 
from, to which lastly must be added the amount of profit agreed 
upon. To ascertain these correctly requires the careful work of a 
technical expert. There is no other way of getting at these facts. 
Comparison with, other cities and a study of the data appertaining 
to other telephone companies will be of little help beyond the con- 
veying of general ideas. 

I present some data describing the telephone situation in the 
United States in 1902. I have compiled these from the United 
States Census Report, published January 23, 1906, and while the 
figures have, of course, greatly changed since that time, their gen- 
eral characteristics have probably remained the same. 

There were in that year in the United States — not taking into 
consideration 994 mutual telephone systems as of absolutely no 
consequence — 3,157 commercial telephone systems, of which 44 were 
operated by Bell companies and 3,113 by independent companies, 
incorporated and otherwise. They operated a total of 9,419 public 
exchanges — 5,480 urban and 3,939 rural — with a total of 2,225,981 
telephones, or stations — 1,823,956 urban and 402,025 rural. Only 194 
exchanges had more than 1,000 telephones each. Twelve of these 
in the twelve leading cities averaged 31,450 stations, the other 182 
averaged 7,207 stations. Of the 9,419 exchanges 3,753 with 1,317,- 
178 stations were operated by Bell companies, while the other 5,666 
exchanges operated by independent companies had together 908,903 
stations. 

All commercial telephone systems had an authorized capitali- 
zation of $541,080,781, or $243.07 per station— $382,988,687, or 
$172.05 per station in stocks, and $158,092,094, or $71.02 per sta- 
tion in bonds. Of this amount there was outstanding $347,366,793, 
or $156.05 per station— $273,388,432, or $122.82 per station in stocks, 
and $73,978,361, or $33.23 per station in bonds. 

The following table shows the distribution of the capitalization 
between the Bell and the independent companies: 
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CAPITALIZATION. 

Bell Independent 

A. Authorized Capital — Companies. Companies. 

Total stocks $264,132,000.00 $118,856,067.00 

Total bonds 41,764,400.00 116,327,694.00 

Total capital $305,896,400.00 $235,184,381.00 

Average stocks per station 200.53 130.78 

Average bonds per station 31.71 127.99 

Average total capital per station $ 232.24 $ 258.77 

B. Outstanding capital — 

Total stocks $198,298,969.00 $ 75,089,463.00 

Total bonds 34,971,967.00 39,006,394.00 

Total capital $233,270,930.00 $114,095,857.00 

Average stocks per station 150.52- 82.62 

Average bonds per station 26.55 42.92 

Average total capital per station $ 177.07 $ 125.54 

These figures show that while the Bell companies have out- 
standing almost twice as much stock per station as the independent 
companies, the latter are bonded almost twice as high per station 
as the Bell companies. The dividends paid on the total capitaliza- 
tion amounted to '$14,981,649, of which $13,714,437 were paid by the 
Bell companies — 6.9% on the stock and $10.41 per station — and 
$1,267,212 by the independent companies — 1.6% on the stock and 
$1.39 per station. As against this capitalization there were the fol- 
lowing values taken for all the commercial systems together: 

Average 
Item. Total. Per Station. 

Construction and equipment $347,743,470 $156.22 

Telephone 16,210,515 7.28 

Real estate 22,708,634 10.20 

Machinery, tools and supplies 9,657,956 4.34 

Total $396,320,575 $178.04 

It thus appears that the actual amount of money invested is 
considerably larger than the outstanding capital. 

The gross revenues of all commercial systems in the year 1902 
amounted to $86,522,211, or $38.87 penstation, while the operating 
expenses, including general operation and maintenance, legal ex- 
penses, rentals and royalties amounted to $56,591,746, or $25.42 per 
station. To this must be added $5,340,842 for interest on the floating 
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and funded debt, equal to $2.39 per station, and $2,950,182 for taxes, 
or $1.32 per station. This leaves a balance of $21,639,441, of which 
$14,981,649, or $6.73 per station were paid out as dividends, leaving 
$6,657,792, or $2.99 per station, which was reserved as net surplus. 
The table appended hereto shows the revenues, expenses, dividends 
and surplus per station for each state in the Union, and also the num- 
ber of the Bell exchanges and independent exchanges in each state. 
From it, it will be readily seen how vastly these figures differ for 
each state ranging in revenue from $67.21 per station in New York 
to $19.28 per station in Iowa, while the operating expenses range from 
$43.58 per station in Massachusetts to $12.23 in Iowa. A close scrutiny 
of the table will also disclose the fact that the revenue, the dividends 
and the surplus were greatest in those states where Bell exchanges 
were predominant. The exact division of these items for the Bell 
companies and independent companies were not obtainable, though 
they would undoubtedly prove of great interest. 

The total operating expenses may be further analyzed as follows : 

Total. Per Station. 

Maintenance and legal expenses $13/254,959 $ 5.95 

Wages 26,206,065 11.81 

Salaries of clerks, etc 4,635,273 2.08 

Salaries of general and other officers 5,236,323 2.35 

Rentals and royalties on instruments and ap- 
paratus 2,832,361 1.27 

Rentals of offices and other real estate 2,492,676 1.11 

Rentals of conduits and underground privileges 681,727 .30 

Telephone traffic paid or due other companies 436,666 .19 

Miscellaneous 815,696 .36 

Total $56,591,746 $25.42 

It may be of interest to see how the two companies applying for 
a franchise in Chicago, the Manufacturers' Telephone Company and 
the Chicago Telephone Company compare with these general 
averages. 

Manufacturers' Telephone Company. 

Proposed number of stations 110,000 

Estimated capital per station $136.40 

Estimated revenue per station 46.66 

Operating expense, not including taxes or interest, per station 26.44 

, Taxes per station 63 

Depreciation per station 6,82 

Interest per station 682 

Total $40.76 
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leaving for 

Dividends and surplus per station $ 5.90 

Value of plant investment per station 123.06 

Value of real estate per station 13.34 

Total investment $136.40 

Chicago Telephone Company. 

(Company's statement for 1905, including the entire district.) 

Total number of stations 143,223 

Capital stock per station $ 97.75 

Gross revenue per station 49.79 

Operating expenses, including taxes and reserves for de- 
preciation, insurance, etc 38.44 

Dividends per station 9.7S 

Surplus 1.56 

Value of plant per station $ 99.96 

Value of real estate per station 10.54 

Material 1.51 

Total investment $112.01 

The figures of the Chicago Telephone Company would, of course, 
be increased if they would pertain to the City of Chicago alone with- 
out including the smaller exchanges belonging to the system. 

In conclusion it may be of interest to consider briefly the rates 
submitted by the two companies. The only city in this country with 
which Chicago might be compared is New York, yet the rates pre- 
vailing in New York could hardly apply to Chicago as operating ex- 
penses, rentals of real estate and similar items are necessarily much 
higher there than here and traffic is considerably greater in New 
York. With the increase in the number of persons who can be 
reached by telephone the value of the service to each subscriber be- 
comes greater. Hence the general rule that the rates in the large 
cities are higher than in small places. Just as an advertisement placed 
in a metropolitan daily, reaching millions of readers, costs much more 
than the same advertisement placed in a small local paper with a 
limited circulation. 

Considering first the rates submitted by the Manufacturers' Tele- 
phone Company, a closer inspection would indicate that this company 
bids for an unlimited service rather than for a measured service, for 
their measured service rates are so high that a business man having 
the choice of the two would certainly prefer the unlimited service. 
For this they charge $90.00 for the direct line. For the same amount 
tinder the measured rate they will only furnish 2,200 calls. For a two 
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party line, unlimited service, their rate is $60.00, while for the same 
amount under the measured rate they will furnish only 1,367 calls. 
Also for the sane amount Qi $60.00 under the measured rate on a 
four party line they ivould furnish 1,500 calls. 

In their residence rates this inequality becomes still more ap- 
parent. For $60.00 they propose to furnish unlimited service direct 
line, but only 1,433 calls at the measured rate; for $45 they will fur- 
nish a two party line unlimited service and only 1,067 calls at the 
measured rate; for $30.00 they will furnish a four party line un- 
limited service and only 675 calls at the measured rate. It seecs im- 
probable that a business man will pay for instance $60.00 for 1,367 
calls when he can get an unlimited service of the same kind for the. 
same amount, or that a resident will pay $45.00 for 1,067 calls on a 
two party line when he can get unlimited service of the same kind 
for the same amount. Thus it seems plain that this company makes a 
direct bid for unlimited service at a flat rate. If this is so, however, 
their entire estimate of revenue is based upon wrong premises for 
they estimate not only the number of stations for unlimited service, 
but also the number of stations for measured service plus the excess 
use over and above the annual allowance of guarantee for each station. 

In the main their estimate is as follows: 

BUSINESS SERVICE. 

5,000 Direct line unlimited service @ $90.00 

6,000 Direct line each 1,900* calls per annum @ 82.00 

10,000 Two-party line unlimited service @ 60.00 

9,000 Two-party line each 1,300* calls @ 58.00 

20,000 Four-party line each 900* calls @ 41.00 

RESIDENCE SERVICE. 

3,000 Direct line unlimited service @ $60.00 

4,000 Direct line each 1,200* calls @ 53.00 

5,000 Tworparty line unlimited service @ 45.00 

7,000 Two-party line each 800* calls @ 36.00 

7,000 Four^party line unlimited service @ 30.00 

9,000 Four-party line each 500* calls @ 23.00 

*Measured service, including the estimated excess use. 

This gives a total of 15,000 unlimited business phones and 15,000 
unlimited residence phones, together with 35,000 measured rate busi- 
ness phones and 20,000 measured rate residence phones, or a total 
of 30,000 unlimited phones and 55,000 measured rate phones. From 
the above figures, however, it must appeal to everyone that the num- 
ber of unlimited phones would be considerably larger than the esti- 
mate, as the inducement for measured rate phones is hardly sufficient 
to appeal to telephone users. In order to secure measured rate cus- 
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tomers they would have to materially reduce their measured rates 
which by the way are at least for the small consumer somewhat higher 
than those offered by the Chicago Telephone Company. A man using 
150 calls per month, or 1,800 per year would have to pay at the Manu- 
facturers' measured rates $79.00, as against $78.00, according to the 
rates of the Chicago Telephone Company even at their monthly 
figures. But as already stated further above, I firmly believe that 
good service with so large a number of unlimited telephones would be 
an absolute impossibility. 

The rate offered by the Chicago Telephone Company does not 
seem to be sufficiently low. In a former statement the company 
claimed that these rates would mean a total annual reduction of 
$937,601 as compared with the revenue under the old rates. But 
inasmuch as they have always declared a dividend of 10% annually, 
and have a surplus amounting to $855,194.79 at the end of 1905, and 
had reserves for all kinds of purposes, I believe that close computation 
by expert authority will disclose the possibility of still further re- 
ducing the rate while furnishing an improved service. Perhaps it 
might be found possible to charge for all calls over and above the 
number guaranteed two cents per call up to 10,000, and one cent per 
call for all above that number computed upon an annual basis. This 
would for instance make the annual charge for a man using 1,800 calls 
per annum $72.00 as against $78.00 under the proposed rate; or it 
might be possible to reduce the guaranteed number from 100 per 
month to 1,000 per year at the same rate and charge two cents for 
the following calls, which would make the annual amount to be paid 
by a man using 1,800 calls per annum $66.00, or a reduction of $12.00, 
as against the proposed rate. However, I have not been able to 
carry my investigations in this direction far enough to make any 
definite suggestions as to the rates to be adopted. 

This entire study, the result of many hours of labor, is offered in 
good faith, and in an entirely impartial spirit; with no intent to favor 
or injure any of the applicants, and with the sole desire to aid in the 
solution of this difficult question. 

Respectfully submitted, 

(Signed) HUGO S. GROSSER, 

City Statistician. 
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TELEPHONE STATISTICS BY STATES. 



General averages per each Station (Telephone) based upon Report of U. S. 
Census Bureau January, 1906, using data for 1902. 



Compiled by Hugo S. Gsosseb, City Statistioiait. 



No. of Ex- • S 

changes (4) « *| « •£ 

8TATBS . o| I || | g | I 

Bell Ind. oS 1 $M § h 5 % 

1 United States 3,758 6,608 2,225,981 $88.87 $26.42 $2.89 $1.82 $6.78 $2.90 

2 Alabama (1) 81 88 13,968 37.81 22.60 4.78 1.48 8.21 6.74 

3 Arizona (1) 12 18 3,187 36.48 21.49 1.06 .92 .08 11.98 

4 Arkansas (1) 19 104 16,892 83.44 21.80 1.17 .69 2.86 7.40 

5 California 362 14 106,181 38.49 80.10 1.89 .78 4.67 1.68 

6 Colorado 80 16 24,606 46.40 31.26 .28 1.12 9.46 4.27 

7 Connecticut 40 4 22,449 69.14 39.60 2.68 1.12 14.98 .99 

8 Delaware U) 5 16 4,293 44.22 36.66 9.82 2.07 .62 4.84(2) 

9 Florida a) 8 30 8,172 25.91 16.69 4.74 .66 .51 8.29 

10 Georgia * 33 80 25,380 33.97 21.33 6.70 1.61 1.88 8.97 

11 Idaho (1) 28 5 3,802 46.62 35.08 1.58 1.48 9.85 .87(2) 

12 Illinois 177 735 194,366 37.33 25.58 1.84 1.86 6.75 2.88 

13 Indian Territory 60 5,331 30.79 17.64 .72 .44 .77 11.30 

14 Indiana (1) 91 530 122,799 22.62 14.32 2.14 .85 2.01 8.27 

15 Iowa 68 642 98,662 19.28 12.23 1.10 .28 1.51 4.18 

16 Kansas Q) 23 236 40,817 21.71 12.91 .65 .48 1.46 6.19 

17 Kentucky (1) 96 107 45,195 30.41 20.12 3.16 .79 8.03 8.28 

18 Louisiana (1) 45 15 17,502 45.89 23.70 2.15 1.58 13.60 4.84 

19 Maine 80 32 13,939 42.82 29.32 1.77 1.08 8.65 2.03 

20 Maryland (3) 24 64 32,038 47.33 34.50 5.47 1.85 3.22 2.27 

Dist. Columbia 5 

21 Massachusetts 221 12 96,512 63.48 43.58 2.45 3.80 11.54 2.10 

22 Michigan 185 326 90,591 26.86 18.87 4.74 .64 2.09 .49 

28 Minnesota 23 223 59,871 31.27 18.86 2.21 .82 8.75 5.61 

24 Mississippi (1) 64 31 15,031 83.02 20.14 1.50 .78 6.76 8.82 

25 Missouri 41 441 82,409 85.61 21.82 2.68 1.87 4.99 5.82 

26 Montana (1) 19 13 5,890 56.40 89.48 .47 1.86 9.26 5.80 

27 Nebraska 77 143 34,509 31.88 22.92 .27 .83 8.84 4.48 

28 Nevada (1) 8 3 1,143 29.51 15.07 1.13 .66 1.00 11.78 

29 New Hampshire.... 75 12 9.949 39.86 80.66 1.65 .68 6.66 1.20 
80 New Jersey (1) 175 71 48,980 55.91 39.56 3.82 1.66 10.21 .64 

31 New Mexico (1) 2 10 2,481 21.94 12.98 .19 .82 1.20 7.28 

32 New York 408 305 243,166 67.21 40.22 2.02 2.67 20.05 2.22 

33 North Carolina.. U) 7 118 15,871 21.78 16.19 1.68 .50 1.42 2.97 

34 North Dakota.... (1) 4 45 6,691 85.15 20.39 1.82 .75 5.18 7.54 

35 Ohio 158 599 216,731 28.50 17.46 8.51 1.16 3.05 8.29 

36 Oklahoma (1) 4 48 10,335 25.94 16.48 .71 .42 .74 7.68 

37 Oregon (1) 99 19 20,616 31.84 21.78 .81 .66 7.65 1.52 

38 Pennsylvania 363 409 186,089 48.63 29.11 3.68 1.48 9.89 .16 

39 South Carolina.. (1) 15 67 10,283 27.64 18.10 3.88 .65 1.61 3.43 

40 South Dakota.... (1) 9 94 10,046 28.46 16.14 .57 .65 5.25 5.98 

41 Tennessee 96 63 35.007 35.52 24.96 2.21 .81 4.96 2.56 

42 Texas 118 216 64,246 38.67 24.64 2.56 .85 2.58 8.02 

43 Utah 22 5,734 51.26 37.59 .61 1.81 8.75 2.58 

44 Vermont 89 64 11,989 26.94 19.55 1.01 .62 3.43 2.41 

45 Virginia (1) 14 125 21,789 27.57 18.18 3.28 1.19 1.77 8.14 

46 Washington (1) 136 5 31,447 81.48 24.76 1.20 .60 3.17 1.72 

47 West Virginia.... (1) 27 153 21,498 23.46 16.68 2.01 .69 2.16 2.99 

48 Wisconsin 88 254 57,182 27.76 17.09 1.57 .68 8.62 4.78 

49 Wyoming and 13 1 

Rhode Island 18 2 12,482 69.84 48.48 .26 1.72 18.00 5.87 

(1) Contains data for system credited to and operating in an adjoining state. 

(2) Deficit. 

(3) Includes District of Columbia. 

(4) Independent Exchanges include 942 Mutual Exchanges, not considered otherwise. 
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PROPOSED ORDINANCE OF CHICAGO TELEPHONE 

COMPANY. 



AN ORDINANCE 

Authorizing the Chicago Telephone Company to construct, maintain 
and operate a line of telephone wires in the City of Chicago. 

Be it ordained by the City Council of the City of Chicago: 

1. Grant — Term. That permission and authority are hereby 
granted to Chicago Telephone Company, a corporation created and 
existing under and by virtue of the laws of Illinois, upon the terms 
and subject to the conditions of this ordinance, to construct, main- 
tain, repair and operate in and under the public streets, alleys and 
tunnels and other public ways of the City of Chicago and under the 
Chicago River and its several branches, until January 8th, 1929, its 
system of wires, cables, electrical conductors, poles and conduits 
for the transmission of sound and signals only, by means of elec- 
tricity. 

2. Books and Records — Examination — Audit. During the term 
of this grant the Chicago Telephone Company shall at all times keep 
at the principal office of the Company in the City of Chicago a com- 
plete and separate set of records, books, accounts, contracts and vouch- 
ers of receipts and expenditures, showing in detail all the investments, 
disbursements, expenses, receipts and earnings of its Chicago business. 
The Company shall also keep at said principal office, in form and man- 
ner requested in writing by the Comptroller of the City of Chicago any 
books, accounts, records or vouchers relating to any of its business re- 

■ quired by said Comptroller. The City of Chicago, by its Comptrol- 

f ler, Deputy Comptroller, or any certified public accountant desig- 

! nated by the Comptroller in writing, shall have and may exercise 

the right at any time or times during business hours to make a com- 
1 plete examination at the Company's office of all said records, books, 

1 accounts, contracts and vouchers for the purpose of verifying any of 

\ the statements of gross receipts herein provided for, and for any other 

purpose whatsoever, connected with the duties or privileges of the City 
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or Company under this ordinance, and may audit the same at or 
about the end of each year; 

3. Compensation — Gross Receipts — Local Business. The said 
Chicago Telephone Company shall file with the Comptroller of the 
City within sixty (60) days after the first day of January and of 
July in each and every year a statement in such form and detail as 
shall from time to time be prescribed by said Comptroller of all its 
gross receipts from all the business done by said Company within 
the City of Chicago for the six (6) months next preceding said first 
day of January and of July, which statement shall be sworn to by 
the President and Secretary of said Company, and at the time of filing 
said statement the Company shall pay into the City Treasury three 
per cent. (3%) on all such gross receipts. All moneys received by 
said Chicago Telephone Company for service, communication and 
messages from the exchanges, offices, stations or telephones of the 
said Company or of its lessees, subscribers or patrons, located with- 
in the City of Chicago to any exchanges, offices, stations or tele- 
phones now or hereafter owned, operated or leased by or to said 
Company outside the City of Chicago (commonly known and desig- 
nated as "toll" service, communication or messages), together with 
all moneys received by said Chicago Telephone Company, as its 
share of the gross receipts for service, communication and messages be- 
tween the exchanges, offices, stations or telephones of the said Com- 
pany, or of its lessees, subscribers or patrons located within the City 
of Chicago and any exchanges, offices, stations or telephones of any 
other company or person outside said City of Chicago (commonly 
known and designated as "long distance" service communication or 
messages), shall, for all the purposes of this ordinance, and particu- 
larly for the purpose of computing the compensation semi-annually 
due the City of Chicago hereunder, be deemed and treated as a part 
of the gross receipts from the business done by said Chicago Tele- 
phone Company within the City of Chicago. 

4. Telephone System of City — Free Telephone Service to City. 

The City of Chicago shall have the right to carry or string upon the 
top cross-arm on any of the Company's poles or lines of poles, free 
of charge, wires for the telegraph and telephone system of the City. 
In lieu of the right to string wires upon the top cross-arm of the 
Company's poles as aforesaid, the City shall have the right, free of 
charge, to the use of such space as may be necessary to contain 
said wires in one duct in each underground conduit of the Company 
in every street or alley where the City has no conduits of its own, 
or in lieu thereof, the Company may furnish as many wires or con- 
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ductors in the cables of said Company as may be necessary for use 
for said telegraph and telephone system of the City. 

So long as the City of Chicago procures from the Chicago Tele- 
phone Company all the receivers and transmitters used by the City 
for its telephone system the Company shall furnish such receivers 
and transmitters as the City may require for its said telephone sys- 
tem without any charge to the City, beyond the obligation on the part 
of the City to return the said receivers and transmitters or reimburse 
the Company for them if they are not returned in the ordinary course 
of business. 

The Company shall furnish the City, without charge, through- 
out the present or any future City Hall, or any building or buildings 
or part or parts thereof used temporarily as a substitute for said City 
Hall, upon written request by the Commissioner of Public Works, 
telephone facilities and telephone exchange service of any kind or 
class furnished by the Company to any of its subscribers at the time 
of the making of such request, for the use of officers and employes 
of the City, and also for the use of the Board of Education of said City 
of Chicago, ten single party telephone lines with the right to the un- 
limited use of the same, and upon written request by the Commissioner of 
Public Works the Company shall furnish such telephone facilities and ser- 
vice at a discount of twenty-five per cent. (25%) from the rates cur- 
rently charged therefor to the Company's subscribers, to all present 
and future municipal buildings and offices (other than the said City 
Hall), or any part or parts thereof including buildings or offices used 
in connection with City yards. 

The Company shall furnish without charge a single party line 
for incoming messages only in each fire engine house and each police 
station in the City upon request, respectively, by the Chief of the Fire 
Department or the Chief of Police for the purpose of receiving fire or 
police alarms. 

5. Company to Adopt Improvements and Make Extensions. 
The Chicago Telephone Company shall, without extra charge therefor 
to its lessees, subscribers and patrons or the City of Chicago, at all 
times maintain its plant, system, wires, cables, electrical conductors 
and other equipment and service at the highest practicable efficiency, 
and to that end shall promptly adopt and put into use within the City 
of Chicago all available improved apparatus, appliances, equip- 
ment and methods of service, developed in the. progress 
of the art of telephony, which shall have come into common use 
from time to time, or if experience has shown them to be practicable. 
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and shall furnish the same to its said lessees, subscribers and patrons 
within said City of Chicago. 

It shall be the duty of the Commissioner of Public Works to 
enforce the provisions of this section and any ordinances or resolu- 
tions passed pursuant hereto, and he shall report any violations here- 
of to the City Council. 

The said Chicago Telephone Company shall under the super- 
vision of the Commissioner of Public Works, from time to time, lay 
out, locate, build, construct, equip, maintain and operate extensions 
of and additions to its system of wires, cables, electrical conductors, 
poles and conduits, and new exchanges in any part or parts of the 
City of Chicago for the purpose of supplying all or any of the kinds 
of service which it is authorized to furnish under this ordinance, 
whenever in the judgment of the City Council it is necessary in order 
to meet any considerable demand of the public, or a portion thereof, 
for such kinds of service, or any of them, and whenever said City 
Council shall so require by ordinance or resolution passed not less 
than thirty (30) days after a request by said City Council, or some 
officer of the City designated by it; upon said Chicago Telephone 
Company, to do said work. 

The City Council shall also have the right by ordinance to regu- 
late from time to time during the term hereof in any manner each 
and every kind of service other than mere telephone service which 
said Chicago Telephone Company may hereafter deal in, furnish or 
supply in the City of Chicago under or by virtue of this grant 

6. Maximum Rates Fixed — Service and Equipment. Said Chi- 
cago Telephone Company during the term of this ordinance shall 
furnish upon demand telephone service of any of the classes or kinds 
mentioned in this section, in the City of Chicago, without discrimin- 
ation, at the same rates, to all persons, firms and corporations who 
shall elect to take or use any of such classes or kinds of service, and 
shall not charge its present or future lessees, subscribers or patrons 
within the City of Chicago rates for telephone service under yearly 
contracts payable monthly in excess of the following maximum rates : 

RATES FOR BUSINESS TELEPHONES. 

(a) Maximum rates for telephone service furnished for the use 
of subscribers and their employes in their business. 

FLAT RATE SERVICE. 

For a single party line with the right to the unlimited use of the 
same, $125 per year. 

MEASURED RATE SERVICE. 

For a single party line, including twelve hundred outgoing con- 
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versations or messages over said line, $60 for each period of one 
year. 

For the next twenty-four hundred outgoing conversations or 
messages, or any part thereof, during the year, 3 cents each. 

For all outgoing conversations or "messages in excess of thirty- 
six hundred over said line during the year, 2 cents each. 

Every subscriber who will contract to use or pay for seventy- 
two hundred outgoing conversations or messages during the year 
at the above rates per message, shall be furnished at the same premi- 
ses with a second single party line without extra charge, and every 
subscriber shall be furnished with an additional single party line at 
such premises, without extra charge, for each six thousand outgoing 
conversations or messages from such premises he will contract to 
use or pay for, in addition to said seventy-two hundred, during the 
year at the rate of 2 cents each. 

A single party line or lines, including the right to transmit out- 
going conversations or messages without limit, and without any charge 
per conversation or message, shall be furnished at the rate of One 
Dollar ($1.00) per day each, and every subscriber to or lessee of such 
a line or lines shall be furnished with an additional single party line 
during any year without extra charge for each six thousand outgoing 
conversations or messages he will contract to use or pay for during the 
year, at the rate of two (2) cents for each message. 

Subscribers to or lessees of single party lines at said rate of One 
Dollar ($1.00) per day, shall, for the purposes of this section, be deemed 
subscribers to measured service. 

Every subscriber to measured service shall also be furnished with 
as many single party lines at the same premises as he may demand, 
in addition to the first single party line of any kind he contracts for, 
without contracting to use or pay for any particular number of out- 
going conversations or messages per quarter at the rate of Six Dollars 
($6.00) per quarter for each line. The outgoing messages used over 
such additional line or lines shall be accounted and paid for as a part 
of the total messages from the subscriber's premises. 

Every subscriber or lessee who is furnished with single party 
lines in addition to his first single party line under the above mentioned 
yearly guarantees, or at the above mentioned rate of Six Dollars ($6.00) 
per quarter, may use each or any or all of his lines wholly for incom- 
ing messages or wholly for outgoing messages, or for both, as he may 
elect. 

Subscribers or lessees to measured service contracting for two or 
more single-party lines at measured rates at the same premises shall be 
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furnished, if they desire, without additional charge, private branch 
exchange switching apparatus, appliances and equipment, including" 
an operator's telephone, but a charge of a Dollar and a half ($1.50) 
per quarter may be made for each terminal telephone connected with 
the private branch exchange switching apparatus upon the same prem- 
ises. 

In computing the amount due to the Company from any sub- 
scriber for the total number of outgoing conversations or messages 
transmitted during any year at message rates, by means of more 
than one single party line, from the same premises, the same rates 
per message transmitted shall be charged in such computation as 
would be .charged if said total number of outgoing messages had 
been transmitted over one single party line. The Chicago Tele- 
phone Company shall make no charge to any lessee, sub- 
scriber or patron for any incoming conversation or mes- 
sage transmitted to such lessee, subscriber or patron over 
any line furnished under this ordinance, except for toll mes- 
sages or long distance messages in cases where its lessees, subscrib- 
ers or patrons consent at the time of receiving the same to pay therefor 
instead of the persons by whom such messages are sent. 

RATES FOR RESIDENCE TELEPHONES. 

(b) Maximum rates for telephone service furnished for the use 
of subscribers at their private residences: — 

For a single line, including all outgoing conversations or mes- 
sages, $18 per quarter. 

For a two-party line, including all outgoing conversations or 
messages, $14 per quarter. 

RATES FOR NICKEL PREPAID SERVICE. 

(c) Nickel prepayment service shall be furnished by said Chi- 
cago Telephone Company by means of telephone instruments equip- 
ped with a coin box and slot or similar device for receiving five-cent 
pieces, and upon guarantees, not in excess of the following rates per 
message : 

Nickel prepayment service, with outgoing messages, at 5 cents 
each, as follows: 

One-party line, at a guarantee of 20 cents per day, including four 
messages. 

Two-party line, at a guarantee of 15 cents per day, including three 

messages. 

Two-party line (for private residences only), at a guarantee of 10 
cents per day, including two messages. 
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Four-party line (for private residences only), at a guarantee of 
5 cents per day, including one message. 

Code ringing, so provided that not more than two bells shall 
sound at the same time, may continue on four-party lines until suit- 
able appliances for selective ringing on such lines shall be available 
and reasonably practicable. 

When any lessee or subscriber, in making settlement with said 
Chicago Telephone Company at the time of collection under the 
guarantees above mentioned, shall pay any amount to make up a de- 
ficiency between the amount in the coin box or similar device used 
and the sum guaranteed, he shall be given at the time of making such 
deficiency payment a receipt, or some written or printed evidence 
showing the amount and date of such deficiency payment. At any 
succeeding collection or collections made within approximately sixty 
days after such deficiency payment, any amount found in the coin 
box for local messages in excess of the amount due under the guaran- 
tee of the subscriber or lessee shall be applied to the repayment of 
such deficiency payment. 

It shall be the duty of the Chicago Telephone Company to make 
its collections from coin boxes approximately every thirty days or 
less. 

The said Chicago Telephone Company is hereby expressly forbidden 
to furnish telephone service to more than four subscribers or lessees 
by means of a single circuit or line. 

Said Chicago Telephone Company shall be obliged to furnish 
four-party line service only when at least two subscribers or lessees 
located within the limits of a single block desire such service. 

(d) Public Telephone Service. 

The charge for a single conversation or message from any tele- 
phone located within the City of Chicago, to any other telephone lo- 
cated within the City, shall not exceed 5 cents. Any charge in ex- 
cess thereof shall be unlawful. Said Chicago Telephone Com- 
pany is hereby expressly forbidden to authorize or permit 
any of its lessees, subscribers or patrons to whom it has furnished 
or hereafter furnishes a telephone instrument or instruments, line 01 
lines, to charge any person more than the rate above prescribed with- 
out regard to how or where such telephone instrument or instru- 
ments, line or lines, may be installed. 

Said Chicago Telephone Company shall insert a clause in every 
contract it makes with its lessees, subscribers or patrons, forbidding 
said lessee, subscriber or patron to charge more to any person than 
five cents for a single conversation or message transmitted from any 
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telephone or telephones furnished or supplied to said lessee, subscri- 
ber or patron, under his contract, within the City of Chicago, to any 
other point within said City of Chicago. 

(e) Neighborhood Exchange Service. 
• In addition to its telephone system extending throughout the city 
limits, said Chicago Telephone Company may maintain and establish 
local or neighborhood exchanges within its limits. Said Chicago Tele- 
phone Company shall not abolish any local or neighborhood exchange 
now established or maintained by it, without the consent of the 
City Council embodied in the form of an ordinance or resolution, and 
said Chicago Telephone Company, during the period of this grant, 
shall establish and maintain a local or neighborhood exchange in 
any suburban district within the city limits, if said district is North 
of Devon avenue, West of Fortieth avenue, or South of 71st street, 
whenever the City Council shall by ordinance or resolution so di- 
rect, but said City Council shall not so direct unless there is a reason- 
able demand therefor in such district and unless it, or some officer of. 
the City designated by it, shall have made a request upon said Chi- 
cago Telephone Company to establish and maintain such local or 
neighborhood exchange at least thirty days prior to the passage of 
such ordinance or resolution. Any subscriber in such an exchange 
may communicate with any telephone located within the city limits 
outside of the local or neighborhood exchange and served by any of 
the exchanges of the Company located within the City of Chicago by 
a message, for which a charge of not more than five cents may be 
made for each period of five minutes or a fraction thereof. 

The rates for such local or neighborhood exchange service, in- 
cluding all outgoing local conversations or messages, under yearty 
contracts, shall not exceed the following: 

Business. Residence. 

One-party line $4.00 per month $3.00 per month 

Two-party line 3.00 per month 2.00 per month 

Four-party line 2.00 per month 1.50 per month 

But said Chicago Telephone Company shall not make, impose 
or collect any extra charge, rate, price or toll for any message from 
any telephone within the City of Chicago served by the lines or sys- 
tem of the Chicago Telephone Company in the City of Chicago and 
not served by any neighborhood exchange to any other telephone lo- 
cated within the City of Chicago served by said system, or by one of 
said neighborhood or local exchanges. The Chicago Telephone Com- 
pany shall not make, impose or collect any extra charge, rate, price 
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or toll for any message from any telephone served by one of said 
neighborhood exchanges to any other telephone whatsoever located 
within the area or district lying within the boundaries or limits of 
said neighborhood exchange and served by any of the exchanges of 
said Chicago Telephone Company located within the City of Chi- 
cago. 

(f) Toll Service. 

Said Chicago Telephone Company shall not charge more than 10 
cents for each conversation or message, up to two minutes in dura- 
tion (and not more than 5 cents for each additional minute), trans- 
mitted from any telephone located within the City of Chicago to 
any other telephone which is located outside of the City of Chicago, 
but within fifteen (15) miles of the present City Hall in said City of 
Chicago, or within one mile of the city limits and within the State of 
Illinois. 

(g) Meters on Measured Service Lines. 

The Chicago Telephone Company shall install in connection with 
each measured service line of its lessees and subscribers a meter which 
shall prove effective in actual use for accurately and correctly record- 
ing the number of outgoing messages or conversations over said line, 
and at any time that a practicable meter for use upon the premises 
of the lessee or subscriber in connection with such line shall be de- 
vised and prove effective in actual use for accurately and correctly 
recording outgoing messages or conversations, as aforesaid, the Com- 
pany shall install the same in connection with each line of its lessees 
of and subscribers to measured service upon their premises. 

If any question shall arise as to whether any meter herein pro- 
vided for shall reasonably protect the lessee or subscriber in the 
counting of messages, such question shall be submitted to the Chair- 
man of the Finance Committee of the City Council, the Commissioner 
of Public Works, and the Corporation Counsel, who shall together 
hear such facts as may be presented by the parties to the contro- 
versy, and they, or a majority of them, are hereby given the power 
to decide such question and to require said Chicago Telephone Com- 
pany to make such changes in such meter, or its method of operation, 
as they shall deem reasonably necessary to protect the lessees and 
subscribers of said Chicago Telephone Company, and to require the 
installation by said Company of a new meter or meters and to take 
any other action in the premises which they shall deem reasonably 
necessary to protect the lessees and subscribers of said Company. 
The Chicago Telephone Company shall not make any charge for 
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a conversation or message to its telephone lessees, subscribers, 
patrons or users unless a conversation or message has been actually 
transmitted, except in cases herein expressly provided, 
(h) Extension Telephones. 

Said Chicago Telephone Company shall furnish to any of its 
lessees, subscribers or patrons upon demand, at least three exten- 
sion telephones for each line used by the lessee, subscriber or patron 
and located in the same premises with the principal telephone of the 
lessee, subscriber or patron, at not exceeding fifty cents (50 cents) 
per month for each extension telephone, including necessary wires and 
an appropriate signaling device, provided that the Company shall not 
be compelled to furnish extension telephones to lessees, subscribers or 
patrons served by four-party lines. 

(i) Telephone Directory. 

Said Chicago Telephone Company shall, at least three times during 
each year, print, publish, furnish and deliver to each of its lessees 
and subscribers in Chicago, free of charge, a directory containing in 
alphabetical order the names, addresses and telephone numbers of 
all its lessees and subscribers in Chicago who have not requested in 
due time that their names be omitted, and shall use reasonable 
diligence to secure the correctness thereof, but the Company shall 
not be liable under this ordinance for errors and omissions. Said 
Chicago Telephone Company shall also when requested at the times 
before mentioned furnish and deliver to each of its lessees and sub- 
scribers an additional directory for each extension telephone con- 
tracted or paid for by said lessee or subscriber. Said Telephone Com- 
pany shall include and list in each of the said directories, at the re- 
quest or with the consent of any of its lessees or subscribers, in con- 
nection with the address and telephone number of such lessee or sub- 
scriber, free of charge, the names, in their proper alphabetical order, 
of not more than three partners, officers, employes or members of the 
family of such lessee or subscriber for each single or two-party line, 
contracted for by such lessee or subscriber, and make one such free 
listing for each four-party line and for each neighborhood exchange 
telephone, and also one more of such names for each extension tele- 
phone used by the said lessee or subscriber, and, in addition thereto, • 
as many more of said names of users on the same premises as said 
lessee or subscriber (unless said lessee or subscriber is the lessee of 
or subscriber to a flat rate single party line at $125 per year) may re- 
quest, or consent to, upon payment to the Chicago Telephone Com- 
pany of not more than $3.00 per annum for each additional name so 
included and listed. 
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(j) Private Lines and Extensions. 

Said Chicago Telephone Company shall furnish upon demand to any 
of its lessees or subscribers a line or lines, connected with a terminal or 
extension telephone or telephones, located outside of and beyond the prem- 
ises of said lessee or subscriber, and with the switchboard located upon the 
premises of said lessee or subscriber. So long as said terminal or 
extension telephone or telephones shall be located within one-half 
mile of said premises measured by the most direct street distance, 
said Company shall charge at the rate of not to exceed $5.00 per ' 
quarter year, and for each additional one-quarter mile, or fraction 
thereof, which said terminal or extension telephone or telephones is 
or are distant from said premises, said Company may charge not to 
exceed the rate of $2.50 per quarter year. 

Said Chicago Telephone Company shall also furnish private tele- 
phone lines or wires not connected with any switch-board and con- 
necting any two points within the city limits which are not more 
than one mile apart, measured by the most direct street distance, at 
the rate of $10.00 each per quarter year, and for each additional quar- 
ter mile, or fraction thereof, between said points, measured as afore- 
said, said Chicago Telephone Company shall charge not to exceed 
$2.50 per quarter year. 

Said Chicago Telephone Company shall furnish terminal or ex- 
tension telephones to be connected with any switch-board or wire 
hereinabove referred to at the rate of not to exceed $1.50 each per 
quarter year. 

(k) Rates Defined. 

All rates, prices or charges for telephone service, facilities or 
equipment herein prescribed, are maximum rates only, and nothing 
herein shall be construed as an admission of the City of Chicago that 
such maximum rates are reasonable or proper rates. 

It is understood that extensive changes and additions must be 
made to the said Company's system in Chicago after the taking effect of 
this ordinance before the telephone service and equipment can be 
adjusted to the requirements subscribers may make of the Company 
under this ordinance. Such changes and additions shall be completed 
within eighteen months after this ordinance goes into effect. 

7. Future Rate Regulation — Special Ordinance — Right Reserved 
— Consent of Company. 

The City Council, as one of the conditions of the grant of the 
privileges herein conferred upon the Chicago Telephone Company, 
hereby reserves to itself the right from time to time during the period 
of this grant, by special ordinance amendatory hereof, to hereafter 
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establish, fix, prescribe and regulate the rates, charges, prices and 
tolls, or other compensation, or any limitations thereupon, for each 
and every kind of service, facilities and equipment which the Chicag'O 
Telephone Company furnishes or supplies, or may furnish or supply, 
in the City of Chicago, under this ordinance, and also the basis, 
method, manner and means of computing, exacting, imposing, paying 
and collecting such rates, charges, prices and tolls, or other compen- 
sation of said Chicago Telephone Company. 

Included in the right or rights above reserved to the City Cotm- 
cil is the right to hereafter alter, change or reduce the maximum 
rates for any service, facilities or equipment hereinbefore described, 
and any other rates, charges, prices, tolls or compensation for any ser- 
vice, facilities or equipment which may now or* hereafter under this 
ordinance be established, fixed, prescribed, imposed or collected by 
said grantee, as the City Council may deem expedient and reasonable, 
and to pass by a special amendatory ordinance, from time to time, 
all reasonable rules and regulations relative to the rates, charges, 
prices, tolls or other compensation of said grantee, for any service, 
facilities or equipment. The Chicago Telephone Company, by the 
filing of the acceptance of the terms and conditions of this ordinance 
hereinafter provided for, shall be understood as expressly consent- 
ing and agreeing to promptly accept, adopt, put into effect, and oper- 
ate its system of wires, cables, electrical conductors, poles and con* 
duits, in the City of Chicago under any reasonable schedule or sched- 
ules of rates, charges, prices, tolls or compensation for telephone ser- 
vice, instruments, facilities or equipment, or for all or any of them, 
or any reasonable schedule or schedules of limitations upon such 
rates, charges, prices, tolls or compensation, or any reasonable rules 
and regulations relating thereto and also the basis, method, manner 
and means of computing, exacting, imposing, paying and collecting 
such rates, charges, prices and tolls, or other compensation of said 
Chicago Telephone Company, which the City of Chicago may, by 
special amendatory ordinances, establish, fix or prescribe from time 
to time, after the expiration of thirty months from the time this or- 
dinance goes into force and effect, and any reasonable schedule or 
schedules of rates, charges, prices, tolls or other compensation for 
any other service, instruments, facilities or equipment, other than 
those herein mentioned, or for all or any of them, or any reasonable 
schedule or schedules of limitations upon such other rates, charges, 
prices, tolls or compensation, or all or any of them, or any reasonable 
rules and regulations relative thereto, which the City of Chicago may, 
by special ordinance, establish, fix or prescribe from time to time 
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after this ordinance goes into force and effect. Provided, that any 
schedule or schedules of rates, charges, prices, tolls or compensation, 
or of limitations thereupon, which are established, fixed or prescribed 
as aforesaid shall not be fixed by the City of Chicago to continue for 
a period of more than, or of less than, five years unless at the time of 
the passage of any such special amendatory ordinance the unexpired 
term of this grant is less than five years. Provided, also, that any or- 
dinance passed under the foregoing provisions of this section shall 
not operate or be construed as changing any of the rights or duties 
of the City of Chicago, or the Chicago Telephone Company under this 
ordinance except those covered by the parts of Section 6 hereof, re- 
lating to the rates or charges of said Chicago Telephone Company 
for service, facilities and equipment, and those rights and duties shall 
be changed only so far as they are inconsistent with the terms of any 
special ordinance so passed. 

Whenever the City desires to take up the regulation of rates as 
hereinbefore provided for, the Comptroller shall give to the Chicago 
Telephone Company at least thirty days' notice, and shall require 
the Company to produce, and the Company shall produce, all the 
facts, data and information in its possession which the City may re- 
quire to assist the City to make a proper and reasonable regulation 
of rates. 

If at any time said Chicago Telephone Company shall in any 
way contest or deny the reasonableness of any rates, charges, prices, 
tolls or other compensation, or any limitation or limitations there- 
upon, for any kind of service, facilities or equipment prescribed by a 
special amendatory ordinance, as hereinabove provided, or by a gen- 
eral ordinance as hereinafter provided, and pending the determina- 
tion of any proceeding, litigation or contest whatever, shall collect 
or receive rates, charges, prices, tolls or other compensation in ex- 
cess of the rates, charges, prices, tolls or other compensation, or any 
limitation or limitations thereupon fixed by ordinance, said Chicago 
Telephone Company shall upon the final determination of any such 
proceeding, litigation or contest, repay to each and all of its lessees, 
subscribers and patrons the excessive amount which it has collected 
or received therefrom, together with interest thereon at the rate of 
five per cent. (5%) per annum from the date of said collection or re- 
ceipt unless the unreasonableness of the rates, charges, prices, tolls 
or other compensation, or any limitation or limitations thereupon, 
which have been attacked shall have been established. 

8. Division of Net Earnings — Investment Determined — Depre- 
ciation Fund Created for Renewing Plant. If during any year of the 
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term of this grant the Chicago Telephone Company shall earn more 
than ten per cent, net on its average investment for that year within 
the City of Chicago, it shall pay to the City of Chicago at the end of 
such year all net earnings during such year over and above ten per 
cent, on said average investment. Nothing in this ordinance shall be 
taken as an admission on the part of the City of Chicago that any 
net return of less than ten per cent, on such average investment of 
the Chicago Telephone Company for any year is or will be inade- 
quate or unreasonable. In determining the net earnings for the year, 
there shall be deducted from the gross receipts of the Company within 
the City of Chicago the reasonable expenses of carrying on the busi- 
ness, (and the reasonableness of such expenses shall be subject to in- 
vestigation and review by the City Comptroller, and in case of dis- 
approval by the Comptroller of any of such items of expense such 
difference or differences shall be settled as hereinafter provided), in- 
cluding the sums necessary to pay the City its compensation of three 
per cent., as required in Section 3 hereof, and to pay for taxes, special 
assessments and other governmental requirements, general and legal 
expenses, maintenance and repairs. The Company shall expend for 
maintenance and repairs yearly during the time the Company con- 
tinues to operate under this ordinance after January 1, 1912, an aver- 
age sum equal to at least six per cent, of its gross receipts for the par- 
ticular year, and if the said amount is not so expended for the said 
purpose by the Company during any one year, then, at the end of 
such year, the unexpended portion thereof shall ibe deposited with 
the City Comptroller of the City of Chicago for the purpose of be- 
ing used by the Company whenever necessary for such maintenance 
and repairs, and it shall be paid out upon order of the Company, coun- 
tersigned by the Commissioner of Public Works. The whole or any 
portion of such reserve fund may be used for maintenance or re- 
pairs during any succeeding year or years, in addition to the average 
annual expenditure for maintenance or repairs above fixed. The fix- 
ing of the said amount herein as the minimum average amount to 
be expended annually for maintenance and repairs shall not be held 
or considered as lessening or limiting in any way the obligation of 
the Company to expend whatever sum or sums may be necessary to 
be expended for maintenance and repairs to keep said telephone sys- 
tem and equipment in the condition required by Section 5 hereof. The 
amounts expended or deposited under the foregoing provisions of 
this section shall be considered a part of the operating expenses of 
the telephone system hereby authorized, but in the event that the said 
telephone system shall be purchased by the City of Chicago at any 
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time under the provisions of this ordinance, the amount then on de- 
posit in said reserve fund, or due to be deposited therein at the time 
of such purchase, shall be turned over to and become the property of 
the said City, and said amount upon deposit shall not be taken into 
account in fixing the price at which said City may purchase said tele- 
phone system. The Company shall, in addition thereto, set aside a 
reserve fund amounting to not less than four per cent, nor more than 
eight per cent, of the average investment for the year, excepting land, 
stock of materials, and cash on hand (but including buildings), as a 
depreciation and insurance fund. The balance remaining of said 
gross receipts shall be accounted net earnings. 

For the purpose of determining the average investment, as set 
forth above, the investment at or near the date of the acceptance of 
the terms of this ordinance by the Company shall be ascertained by 
appraisal of the tangible property of the Company within the City of 
Chicago, consisting of operating plant, real estate and buildings, 
stock of materials on hand, teams, tools and other tangible property 
and working capital within the limit hereinafter specified, this ap- 
praisal to be made in the manner hereinafter set forth. The average 
investment for the remainder of the then calendar year shall be com-: 
puted by adding to the said appraised value of the tangible property 
of the Compay one-half the sum of additional money spent for rea- 
sonably necessary additions to the Company's tangible property and 
for making extensions of its system within the said remainder of the 
calendar year; but no money expended for maintenance and repairs 
as aforesaid or taken from the depreciation and insurance fund herein- 
before provided for, which is used to care for renewals and changes 
in the plant as hereinafter provided for, shall, for the purpose of said 
computation, be included in the said sum so spent for such additions, 
and for making extensions of its system. 

The investment at the opening of the ensuing calendar year 
shall be taken to be equal to the said appraised valuation, plus the 
whole of the said additional money so spent for making extensions 
of the Company's system and for other additions to its tangible prop- 
erty during the balance of such year. The average investment for 
the said ensuing calendar year shall be obtained by taking this value 
found for the investment at the opening of the year and adding there- 
to one-half of the sum of additional money so spent for making ex- 
tensions of the Company's system and for other additions to its tan- 
gible property during this calendar year; and throughout the period 
of this grant the value of the plant at the opening of each calendar 
year and the average investment during such year shall be computed 
in the manner described. 
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But it is understood that in determining the average investment 
for any year there shall always be included among the tangible prop- 
erty the average actual working capital and the average actual value 
of stock of materials on hand for that year, but this working capital 
and stock of materials shall not at any time during the term of this 
ordinance exceed ten per cent, of the tangible property exclusive of 
said working capital and stock of materials. 

The aforesaid depreciation and insurance fund shall be held in a 
national or state bank or banks in the City of Chicago as a deposi- 
tary or depositaries, drawing the current rate of interest per annum, 
and shall be used only for renewals of plant and in other respects, 
as stated below, to meet the requirements of depreciation and insur- 
ance, except that the Company may borrow temporarily from the fund 
as described hereinafter. 

The appraisal of the Company's tangible property to be made 
in pursuance of this section shall be carried out by a Board of Ap- 
praisal, composed of three competent engineers, to be appointed, one 
by the City, one by the Company, and the said two appointees to ap- 
point the third, and if the City or the Company does not make such 
appointment or if the first two members of the .Board so appointed 
cannot agree upon the appointment of the third member of such 
Board within thirty days after the filing of the acceptance of this 
grant by the Company, the Board of Appraisal shall thereupon, upon 
the request of either party, be filled by the then Judges of the First 
District Appellate Court of the State of Illinois, or a majority of 
them, and the said Board so appointed shall have the same powers 
and rights as though appointed by mutual consent of the City and 
Company. 

In the event that either the Chicago Telephone Company or the 
City of Chicago desires the removal of the said third engineer, or 
any engineer appointed by the said Judges of the First District Ap- 
pellate Court, and the appointment of another engineer in his place, 
the party desiring such removal and new appointment may, upon giv- 
ing ten days' written notice thereof to the other party, apply to the 
said Judges for said removal, and the said Judges or a majority of 
them, shall within ten days from and after such application, set the 
same for informal and summary public hearing, but the party de- 
siring the removal shall publicly present its reasons therefor. Upon 
such application of either the Company or the City, the said Judges 
or a majority of them shall have the power to remove the said third 
engineer, or either of said engineers appointed by said Judges, but 
no such removal shall be made by the said Judges or a majority of 
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them except for good cause shown", and upon the application of either 
the said Company or City. 

One-half of the total amount paid out for salaries and expenses 
of said Board of Appraisal shall be borne by said Chicago Telephone 
Company, and one-half thereof by the City of Chicago. The amount 
to be paid out to members of the Board of Appraisal as salaries shall 
be fixed by agreement between said Chicago Telephone Company and 
the City Council. All other expenses of said Board of Appraisal and 
connected with said appraisal shall be reasonable and shall be sub- 
ject to the approval of the City Comptroller, or some Deputy desig- 
nated by him. 

Money from such depreciation and insurance fund shall be used 
only for the purpose of renewing portions of the plant which require 
renewing on account of having reached the limit of their useful life 
from wear and tear, or from changes needed in such portions of the 
plant by reason of new inventions, or of renewing property damaged 
by accident, by the elements, or by the act of God; and with the ap- 
proval and consent of the City Comptroller, for the purpose of renew- 
ing portions of the plant which require renewing on account of hav- 
ing reached the limit of their useful life from other similar causes, 
and for the net cost of reconstruction made necessary by improve- 
ments ordered by the City Council, or other governmental agency. 
The expenditures so made shall at all times be subject to examination 
and investigation by the City Comptroller. * Any unexpended balance 
remaining in said fund at the expiration of this grant shall be paid to 
the City of Chicago. The Company, with the consent of the City 
Comptroller, shall have the privilege of borrowing from this fund, for 
the actual net cost of making additions to its plant and extensions of 

> its system, for a period not exceeding one year, but all such borrowed 
sums shall be returned to the fund by the Company, with interest at 
the rate of five per cent, per annum, at such times within one year as 

„ may be fixed by the City Comptroller, at the time of making or re- 
newing any loan or loans. Provided, that during the last two years 
of the term of this grant, the Chicago Telephone Company shall not 
be permitted to borrow any sum from said fund, or renew any loan 
previously made from such fund. 

In case of disagreement between the Company and the Comp- 
troller as. to any questions arising under this section, except as to the 
subject of loans, such differences shall be submitted to the Chairman 
of the Finance Committee of the City Council, the Commissioner 
of Public Works and the Corporation Counsel, who shall, together, 



290 REPORT OF THE COMMITTEE ON 

hear and consider the same, and their decision, or the decision of a 
majority of them, shall be final. 

9. Right of Regulation by General Ordinance Reserved. 

Nothing in this ordinance contained shall be construed or taken 
as preventing the City of Chicago whenever it shall be empowered 
by the General Assembly so to do from passing from time to time 
any general ordinance or ordinances establishing, fixing, prescribing- 
or regulating the rates, rentals or charges of telephone companies 
for any service, instruments, facilities, equipment or licensing, rege- 
lating or taxing telephone companies, it being the intention of this 
ordinance that the City of Chicago shall in no way surrender any- 
right it may now have or may hereafter acquire to tax, license or regu- 
late telephone companies or to establish, fix, prescribe or regulate 
the price, rates, rentals, charges or compensation to be charged for 
telephones, or any service, facilities or equipment; provided, also, 
that nothing in this ordinance contained shall be construed as pre- 
venting the City of Chicago from granting an ordinance to any other 
telephone company. The Chicago Telephone Company by the ac- 
ceptance of this ordinance shall be understood as agreeing to comply 
with the terms and conditions of any reasonable, general ordinance 
or ordinances pa,ssed as aforesaid. 

10. Rate Agreements and Division of Territory Forbidden — Re- 
vocation of Privileges — Rights Assignable. 

The said Chicago Telephone Company shall not at any time 
enter into any agreement or combination with any other company 
heretofore existing or hereafter created concerning . the price to be 
charged by said Chicago Telephone Company in the City of Chi- 
cago for telephone service or equipment, nor shall said Chicago Tele- 
phone Company make any transfer or division of territory, streets, 
avenues, alleys or public ways of the City, with any other company 
or corporation doing or proposing to do any kind of telephone busi- 
ness in said City of Chicago, and any violation of the provisions of 
this section shall authorize and entitle the City to repeal this ordi- 
nance, which repeal shall revoke all the rights and privileges hereby 
granted; provided, that the rights and privileges granted to the 
Chicago Telephone Company under this ordinance may pass to any 
legal successor to said Company except a competitor in the telephone 
business by assignment, mortgage, or otherwise, subject to all the 
terms and conditions of said ordinance, and said successor or suc- 
cessors shall file with the City Clerk its acceptance of said terms and 
conditions. 
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11. Underground Conduits — Construction — Plans — Permits — 
Restoration of Streets. 

The Chicago Telephone Company shall place and keep in under- 
ground conduits all the wires, cables and electrical conductors which 
it may now or hereafter have in or on the streets, within the following 
boundaries, namely, — commencing at the intersection of Lake Michi- 
gan and Howard avenue; thence west on Howard avenue to East 
Ravenswood Park avenue ; south to Foster avenue ; west to Western 
avenue; south to Diversey boulevard; west to Kedzie avenue; south 
to Chicago avenue; west to 40th avenue; south to 26th street; east 
to Centre avenue; south to 79th street; east to Vincennes road; north- 
east to 73rd street; east to Cottage Grove avenue; south to 79th 
street; east to the Baltimore and Ohio Railway tracks; south on the 
Baltimore and Ohio Railway Company's right of way to 89th street; 
east to Lake Michigan. 

All the underground conduits shall be constructed under the 
supervision of the Commissioner of Public Works, or such other 
officer or department of the City of Chicago, as may be hereafter 
provided by ordinance from time to time. Said Company shall place 
on file with the Commissioner of Public Works plans showing the 
location of each conduit laid and the number of ducts in each con- 
duit, and shall not withdraw the same, and before laying any new 
conduits said Company shall file with said Commissioner of Public 
Works plans showing where each conduit is to be laid, the number 
of ducts therein, the location of manholes or other openings to gain 
access to said conduits, and shall not withdraw the same; and each 
cover for such manhole or other opening shall have placed thereon 
the name or initials of said Company, and no conduit, pole, wire or 
cable shall be erected or laid in any street, alley or other public way, 
without first obtaining a permit from the Commissioner of Public 
Works which shall indicate the time, manner and place of laying 
or erecting the said conduit, pole, wire or cable. 

When any opening is made or work done in, on or under any 
street, alley or other public way, for any purpose whatsoever by said 
Company, said street, alley or other public way shall be restored to a 
condition satisfactory to the Commissioner of Public Works at the 
expense of said Company; and for such purpose the Company shall 
deposit, and at all times keep on deposit with the Commissioner of 
Public Works, a sum of Five Thousand Dollars ($5,000) to be used 
for the purpose of restoring such streets, alleys and other public ways 
to a condition satisfactory to the said Commissioner of Public Works; 
and, for failure to make such deposit, or keep such sum on deposit 
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when notified by the Commissioner of Public Works, said Company- 
shall be refused a permit to lay or erect additional cables, conduits, 
poles or wires. 

12. Overhead Wires — Plans — Location — Removal. 

The said Company, outside of the district mentioned in the fore- 
going section, may erect, maintain* and repair an overhead system 
of poles, cables and wires, in any of the streets, alleys and public 
ways in Chicago, but before any such poles, shall be so erected, main- 
tained or repaired, the plans thereof shall be submitted to the Com- 
missioner of Public Works and he shall determine the size and char- 
acter of the poles to be used for such purpose, and the height from 
the streets, alleys, or other public ways at which such wires or cables 
shall be placed, and the streets, alleys or other public ways upon 
which said poles shall be placed ; and so far as is deemed practicable 
by the Commissioner of Public Works all poles, overhead wires and 
cables permitted in the City shall be placed in alleys. Any poles, 
cables or wires, or any line or lines of poles, cables or wires now 
standing, or hereafter erected in any street, alley or public way within 
the City of Chicago, shall be removed from said street, alley or public 
way, and said wires or cables placed under ground therein, in advance 
of paving or repaving, upon the order of the Commissioner of Public 
Works. Whenever in such case in the judgment of the Commissioner 
of Public Works it shall be for the interest of the City of Chicago 
that such overhead wires or cables, or any line or lines of cables or 
wires, or any of them, shall be placed under ground, he shall so order 
it, and upon a receipt of such order by the Chicago Telephone Com- 
pany, or its successors, or assigns, said Company or such successors 
or assigns shall without delay place under ground the wires or cables 
as ordered. Should said Company fail to place any wires or cables 
under ground as provided in this ordinance then the Department of 
Public Works shall have the right (at the expense of the Company) 
to take down and remove all poles, wires and cables of said Company 
which may be above ground in violation of the provision of this ordi- 
nance, or place such cables and wires under ground. 

13. Overhead Distribution from Conduits — Under Sidewalks. 

Wherever in the City of Chicago the above mentioned wires, 
electrical conductors and cables are placed under ground, except with- 
in the area bounded by Lake Michigan, 12th street and the Chicago 
River on the north and the South Branch thereof on the west, the 
said Company shall for the purpose of reaching its subscribers and 
branch offices, have the privilege of bringing its wires, conductors 
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and cables to the surface, and of making overhead local distribution 
to reach such subscribers, and in so doing may cross streets, alleys 
and. other public ways and city property, but it may place poles for 
distribution only on streets where there are no alleys; provided, how- 
ever, that such wires, conductors and cables shall not be strung over- 
head to exceed two blocks in length or three blocks extending from 
the central office and one block extending towards the central 
office from any underground connection; said Company in mak- 
ing underground local distribution to reach its subscribers within 
the area last mentioned shall, so far as is deemed practicable by the 
Commissioner of Public Works, place its said wires, conductors and 
cables under sidewalk space. Provided, that the Commissioner qf 
Public Works in his discretion is directed to permit said Company 
to lay its wires, conductors or cables under the street pavement next 
outside the curb wall instead of under the sidewalk abutting upon 
or around any property, if he deems it convenient or necessary, and 
in such case the Commissioner of Public Works shall issue permits 
for such purpose, specifying that the said wires shall be laid in such 
manner as to least inconvenience any person occupying the spaced 
underneath the sidewalk adjoining said curb wall, and he shall require 
that the same be made entirely safe and secure. 

14. Wires Over Buildings — How Strung — Consent of Owner. 

Whenever the said Company erects its wires, cables or electrical 
conductors over or above any building within the City, with the 
consent of the owner or owners thereof, said wires, cables or electrical 
conductors shall be kept at least eight (8) feet above the surface of 
the roof of such buildings, except in such buildings as the wires are to 
enter, and all wires, cables, and electrical conductors erected above 
or over buildings or any private property, shall be strung as directed 
by the Commissioner of Public Works. 

15. Indemnity Required. 

Said Chicago Telephone Company shall pay any and all damages 
that may accrue from the laying, repairing, removing or operating 
of said poles, wires, cables, electrical conductors, conduits and tele- 
phone system, and shall indemnify and save harmless the City of 
Chicago against all damages, costs and expenses of every kind what- 
soever, which may be recovered against said City in consequence of 
the acts or neglect of said Company, its agents or servants, and will 
save and keep harmless the said City of Chicago from any and all 
damages, loss or expense caused by, or incident to the erection of said 
poles, the laying of said conduits, and the stringing and operating of 
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said cables, wires and electrical conductors and the maintenance 
thereof. 

16. Acceptance — Waiver of Existing Rights — Extension of City 
Limits. 

This ordinance is passed on the agreement and understanding 
that the Chicago Telephone Company, before availing itself of any of 
the rights or privileges granted by this ordinance, shall file with the 
City Clerk its acceptance of all the terms of this ordinance, together 
with a written surrender and waiver by said Company of any right 
or privilege to thereafter construct, erect or maintain its conduits, 
cables, poles, wires or conductors within the City of Chicago, under 
or by virtue of any ordinance, grant or license from the City of Chi- 
cago, except as hereinbefore provided, or from any other municipal 
corporation within any territory which now is Or may hereafter be 
embraced within the limits of the City of Chicago, it being the inten- 
tion that all the provisions and terms of this ordinance shall apply not 
only to all the territory now within the limits of the City of Chicago, 
but to all territory which may hereafter be included within the City 
of Chicago ; provided, however, that said acceptance and written sur- 
render and waiver shall be filed within thirty (30) days of the passage 
hereof. Upon the taking effect of this ordinance the Company shall 
thereby be relieved from all future obligations under any ordinances 
under which it has theretofore operated in the City of Chicago. 

17. Right to Purchase Plant Reserved by City — Price Fixed by 
Appraisers. 

The City of Chicago shall have the right on the first day of Janu- 
ary, 1919, or on the first day of January, 1924, or within thirty (30) days 
after either of said dates, if it shall so elect, to terminate the grant of 
privileges of said Chicago Telephone Company conferred hereby, and 
on either of the said dates, or at the expiration of the term hereof, or 
within thirty (30) days after either of the times mentioned, to take 
over for municipal, state or federal operation the plant and system of 
the grantee, or its successor or successors, including the property 
hereinafter mentioned; provided that twelve (12) months' previous 
notice in writing shall have been given of the intention of the City 
to take over the telephone plant and system of the grantee, or its 
successor or successors, within the City of Chicago, including al. 
appurtenances, appliances, equipment, lines, leaseholds, buildings, 
stores, furniture and fixtures, suitable to and used by it for the pur- 
poses of this grant, taking into consideration the then condition of 
the art, and in the event that the City Council shall so terminate this 



GAS, OIL AND ELECTRIC LIGHT. 295 

grant, or that said grant shall have expired, and the City Council 
shall take over the property of said Company above mentioned, then 
the City shall pay therefor in cash the then cost of the duplication, 
taking into consideration the then condition of the art, less deprecia- 
tion, of said telephone plant and system and other property aforesaid, 
together with, if the said grant shall not then have expired, five per 
cent. (5%) addition thereon as compensation for the compulsory sale, 
but there shall be no allowance for earning power, or for the value 
of the rights and privileges hereby granted, or for any franchise or 
license value. The City shall also pay over to the Company in cash 
at the same time the balance remaining on hand in the depreciation 
and insurance fund hereinbefore mentioned. 

In the event that the City shall desire to purchase the property 
of the Company within the City of Chicago, as aforesaid, the purchase 
price of said Company shall be determined by appraisement as 
follows : 

One appraiser shall be appointed by the City in such manner as 
the City Council shall direct; one shall be appointed by the Com- 
pany and a third shall be appointed by the two so selected. Either 
party may appoint its appraiser at any time after the giving of the 
notice of intention to terminate the said rights and privileges hereby 
granted, and serve written notice of such appointment upon the other 
party, and said other party within thirty (30) days after service of 
notice of such appointment shall appoint its appraiser and serve writ- 
ten notice of such appointment upon the other party; whereupon the 
two appraisers so appointed shall appoint a third appraiser. 

In the event that the party first receiving the notice of the selec- 
tion of an appraiser by the other party, shall refuse or fail to appoint 
an appraiser and give notice thereof as above provided, or in the 
event that the two appraisers first appointed shall fail to agree upon 
a third appraiser within thirty (30) days after the giving of notice of 
the appointment of the second appraiser, either party, upon giving 
a written notice of ten (10) days to the other party, may apply to the 
then Judges of the Appellate Court for the First District of Illinois, 
or a majority of the Judges of the said Appellate Court, for the ap- 
pointment of an appraiser, and if the appraiser appointed by the 
Judges of the said court, or by a majority of them, shall be the second 
appraiser, then the third appraiser shall be selected by the two ap- 
praisers, or if they fail to agree, by the said Judges of the said court, 
or a majority of them, in the manner hereinbefore provided, and any 
appraiser or appraisers appointed by said Judges, or a majority of them, 



296 REPORT OF THE COMMITTEE ON 

shall have the same powers and duties as if regularly appointed in 
the manner as first hereinabove provided. 

The appraisers shall determine what tangible property, real and 
personal, owned by the said Company and used for the purposes of 
this grant is reasonably required for its continued operation, taking 
into consideration the then condition of the art, and in determining 
the fair cash value of said property they shall not take into considera- 
tion its earning power, or the value of the rights or privileges 
hereby granted, or the value of any license or franchise, but shall 
allow for the property the then cost of duplication, taking into 
consideration the then condition of the art, less depreciation. An 
award in writing, signed by a majority of the appraisers, shall be valid 
and binding upon the parties. 

Within ninety (90) days after the making of said written award 
by the said appraisers, or a majority of them, the Chicago Telephone 
Company shall cause to be duly made, executed and delivered proper 
bills of sale and deeds of the said telephone plant and system and 
tangible property covered by said award, and the City of Chicago, 
upon the delivery of said bills of sale and deeds, and the delivery of, 
or the transfer of control over, said telephone plant and system and 
tangible property, shall make payment in cash therefor, as hereinbe- 
fore provided. 

If said award shall not have been made until after the date named 
in the written notice given by the City of its intention to take over 
the telephone plant and system of the grantee, or its successor or suc- 
cessors, as hereinbefore provided, such delay on the part of the said 
appraisers, or a majority of them, in making their award, shall not 
affect the right of the City of Chicago to take over the said telephone 
plant and system and tangible property of the Chicago Telephone 
Company. 

Said City of Chicago shall pay the expenses and charges of the 
said appraisers for their services under a contract which shall be 
authorized by the City Council and entered into by each of said ap- 
praisers at the time of his appointment. Such contract shall not allow 
to each of said appraisers more than One Hundred Dollars per day 
as compensation and shall bind them to complete their award within 
a stipulated time, or be subject to a specified reduction per day in 
compensation. Such contract shall also forbid any of the said ap- 
praisers from contracting for or accepting any other or additional 
compensation for their services (from any person, firm or corpora- 
tion) except that provided in said contract. The other terms of said 
contract shall be such as may meet the approval of the City Council. 
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rights reserved by said City of Chicago to itself by this ordinance, or of 
changing, lessening or limiting any of the duties, obligations or restric- 
tions imposed by this ordinance upon the grantee. 

Nothing in this ordinance shall have the effect or be construed to 
have the effect of extending, so far as the licensee is concerned, the term 
of this grant beyond January 7, 1929. Upon the purchase of said plant, 
system, rights and property under the provisions of this section either by 
the City of Chicago, or by any licensee of said City, all the rights of said 
Chicago Telephone Company, its licensees or assigns, in or to said plant, 
system, rights and property, or any part or parts thereof, or the operation 
thereof, or receipts therefrom, shall wholly oease and determine. If at 
the expiration of this grant the City shall not have elected to purchase I 

the plant, system and other property of said company hereinbefore men- 
tioned, and shall not have designated any licensee, the failure on the part ; J 
of the City to purchase or elect to purchase, or elect to designate a li- 
censee, shall not be construed as an extension of this grant, or any of the 
rights and privileges hereby granted. 

18. When Ordinance in Force. 

This ordinance shall be in full force and effect from and after 
its passage and due publication, and the filing of the acceptance an-1 
written surrender or waiver, as hereinbefore required. 



